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George Norris is both an officer 
of the law and past president of 
the credit union that serves the 
Papago tribe in Arizona. See story 


on page 4. 
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The first credit union law was passed in 
Massachusetts in 1909. Laws recently passed 
in Fiji and Trinidad are its direct de- 
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TS THE LAW 


Here’s the first comprehensive survey of credit 


union laws in all league areas. Is the law 


you operate under as good as it could be? 


NDER the New York credit union 

law, a credit union can invest in 
anything that is legal for savings 
banks. In Nova Scotia, the law per- 
mits investment in anything permitted 
to trust funds. Another law says a 
credit union can make any invest- 
ment that would be allowable for a 
trustee, except for limitations on real 
estate. 

One man can start a credit union in 
Manitoba, but it takes as many as 20 
applicants to get a charter under one 
of the other state laws. The size of 


March, 1959 


the board may be 5, or even 15. Credit 
union laws vary. The Federal law 
differs from most state and pro- 
vincial laws in several respects. 
How much they vary is shown by 
a survey just completed by the CUNA 
legal and legislative department. The 
survey was presented to the credit 
union legislative conference held in 
Washington February 1, and aroused 
much interest. “Soon,” said Dave 
Weinberg, head of the department, 
“I hope we can get around to a new 
study of the Model Credit Union Law. 


It was last revised in 1955, and the 
movement's views have changed on 
many legislative matters since them.” 

Meanwhile, league boards will be 
giving serious consideration to legis- 
lation this year. Many new legislators 
were elected last November. New 
problems have arisen. Better super- 
vision wil! be the goal in a number 
of league areas. Separation of credit 
union supervision from banking de- 
partments will be the goal in some 
jurisdictions. Advisory councils, char- 
ter conversion privileges, and higher 
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in British Columbia, credit unions are 
pioneering in a number of unusual ways. 


unsecured loan limits will be among 


the possibli 1ims discussed, 

As a help, here is a comparison of 
what the present laws provide. This 
survey by the CUNA legal and legis 
lative department covers the laws in 
forty-four states, ten Canadian prov- 
inces, the U.S. federal credit union 
act, the District of Columbia and 
Puerto Rico, British Honduras, Fiji 
and Trinidad and Tobago. (There are 
no credit union laws in Alaska, Dela 
ware, Nevada, South Dakota and 
W yoming 


Advisory Commission. There 
ire no credit union advisory commis- 
sions provided in the statutes of 40 
states and If 


the (,overnor 


provinces. In Illinois, 
ippoints an advisory 
commission of 5 persons familiar and 
credit 
North Dakota the Governor appoints 


issociated with unions. In 
} persons, one the state examiner and 
banks. 
In Texas, the Governor names 5 from 
the credit union field In Wisconsin 
» are appointed from credit union 
background, CUNA has just dropped 
its support for a propose d amendment 
to the federal 
national advisory committee 
Amendments to articles and 
bylaws. Credit union articles and 


the others managers of state 


act prov iding for 


bylaws can be amended under most 
laws by a three-fourths vote of the 
members, with prior approval of th 
supervisory authority. In a few state 
and provinces, no approval by th 


supervisory authority is necessary 


Some statutes are silent federal, 
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Alberta, Puerto Rico, Prince Edward 
Island, Saskatchewan. 

Annual meetings. The federal 
credit union act provides that the 
annual meeting must be held in Jan- 
uary, and this is in accord with 16 
states and the District of Columbia. 
Fourteen laws, however, say that the 
annual meeting shall be as established 
in the bylaws, and a number of laws 
say within a certain period from the 
end of the fiscal year, which usually 
ends December 31. The period ranges 
from 30 days to 90 days. In Massa- 
chusetts, annual meetings are held 
during November. In Manitoba, an- 
nual meetings must be held before 
May 1. Ten laws are silent. 

Audits by certified public ac- 
countants, in lieu of examination 
by supervisory authority. Nine laws 
provide that a CPA audit may be 
acceptable by the supervisory agency 
if the credit union has less than 
$25,000 assets. Michigan, South Caro- 
lina and Saskatchewan have similar 
provisions embracing larger credit 
unions. All other laws are silent. 

Frequency of audits by super- 
visory committee. The federal act 
requires quarterly and annual audits 
committees. Other 
laws requiring audits or examinations 
at least as frequently total 25. Eleven 
statutes require only an annual audit; 
Maine requires a monthly audit and 
the rest are in between, except that 
the Newfoundland and Trinidad acts 
ire silent. 

Frequency of directors’ meet- 


by supervisory 


~~ 


The Saskatchewan League was the 
first to work out a program of compul- 
sory stabilization, backed by government. 


ings. Most laws require a monthly 
meeting of the board of directors. 
Eleven laws say as often as necessary. 
In a few states, the board may meet 
only once a year according to statute. 

Election of directors. The board 
is elected by the members under the 
federal law. The chief departure from 
this is in areas where the method is 
established in the bylaws. Size of the 
board is usually 5, but may be 9 
(lowa), up to 15 (New York), at 
least 7 (Oklahoma, New 
Washington). 

Borrowing by credit unions. 
The federal act authorizes borrowing 
up to 50 percent of paid-in and un- 
impaired capital and surplus. Three 
states have the same provision. Ten 
laws use the formula of 50 percent 


Jersey 


of assets, and others use various per- 


centages of capital, surplus and re- 
serve fund; or assets; or paid-in and 
unimpaired capital and surplus. The 
percentages range from 20 percent 
as in Virginia to 100 percent as in 
Vermont. A few laws require mem- 
bership approval for borrowing in 
larger amounts. 

Approval of charters. Charter 
applications are usually approved by 
the supervisory agency. Interestingly, 
the Model Act as it stands at present 
calls for approval by an Advisory 
Commission. 

Compensation. The federal act 
says the treasurer may not be com- 
pensated but refers to the bylaws for 
other officers. Other laws often provide 
some exceptions. In California, direc- 
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The state of Missouri has had an 
interesting history in the field of con- 


sumer credit. 


tors and committee members may be 
compensated for expenses. In Mary- 
land, the board may be compensated 
if authorized by members, and com- 
mittee members may be compensated 
if authorized by members and staff 
bank commission. In Rhode Island 
law, credit unions having assets over 
$25,000 may compensate members of 
the board. But restrictions are gen- 
erally strict. 

Conversion. Few laws provide 
for conversion from state to federal 
charter, or vice versa. Laws includ- 
ing some conversion provision are 
California, . Florida, Massachusetts, 
Maine, Michigan, Minnesota, Ne- 
braska, Texas and Washington. 

Credit committee meetings. 
According to the federal act, the 
credit committee shall meet at least 
once a month. Twenty laws are silent. 
Thirty-two say as often as necessary. 

Credit committee elections. 
Under the federal act and 46 others, 
the credit committee is elected by the 
members at the annual meeting, and 
consists of 3 members. A few laws— 
Massachusetts, Texas, Saskatchewan, 
Illinois—provide for election by the 
board of directors. 

Definition and purpose. In 
8 laws there is no definition of a 
credit union, and in 6 the bylaws are 
referred to. Most laws, however, agree 
with the federal act in defining a 
credit union as a cooperative associa- 
tion organized to promote thrift 
among its members and provide them 
with a source of credit for provident 
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and productive purposes. (Such defi- 
nitions are found in 31 state laws, 9 
provincial laws, the District of Co- 
lumbia, Puerto Rico, British Hon- 
duras, Fiji and Trinidad.) 

Deposits. The federal act and 
13 other state and provincial acts are 
silent on deposits. However, 33 states, 
9 provinces and several other juris- 
dictions authorize deposits as well as 
share accounts. 

Dividends. There is a clear-cut 
division between laws which authorize 
the member to establish the dividend 
rate and laws which give this power 
to the board of directors. The mem- 
bers have it in the federal law and 29 
others. The directors have it in all 
others. Limits are placed in some laws 

8 percent in Massachusetts, 6 per- 
cent in numerous laws, 5 percent iu 
Vermont, Nova Scotia, Saskatchewan 
and Newfoundland. 

Entrance fees. Only 17 laws set 
the size of entrance fees, and they are 
unanimous with a 25-cent maximum. 
Entrance fees are usually established 
in bylaws. 

Examination fees. The size of 
examination fees is usually left to the 
discretion of the supervisory agency. 
Occasionally a minimum is men- 
tioned, such as $5 in Idaho, $15 in 
Illinois, $20 in West Virginia. When 
a specific amount appears in the law, 
the range is remarkable: $15 per day 
in Alabama, $45 per day in Colorado. 

Frequency of examinations. 
The federal act does not say how 
often credit unions shall be examined, 


The Federal Credit Union Act was 
passed twenty-five years ago. 


but 47 laws say credit unions shall be 
examined at least annually. Six acts 
are silent. A few others make it dis- 
cretionary. 

Penalties for excess interest 
charges. According to the federal 
act, if a credit union knowingly over- 
charges on a loan, all interest on the 
loan is forfeit. Only the New York 
law has a similar provision. 

Expulsion and _ withdrawal. 
Some laws have specific provisions 
for the expulsion of members, some- 
times by the board, sometimes by a 
meeting of the members; usually at 
least a two-thirds vote is required. 
Most laws provide that a member who 
wishes to withdraw may be required 
to give advance notice, which may 
range from 30 days for deposits up 
to 90 days for shares. 

Financial reports to super- 
visory authorities. Most laws (46) 
require annual reports. Eight call for 
reports at least semi-annually. Six 
others have various requirements. 

Fiscal year. The fiscal year ends 
December 31 under the federal act; 
and 37 laws in the United States, 4 
laws in Canada and the Trinidad law 
agree. The fiscal year ends in Sep- 
tember in three laws, October in 
Massachusetts, March in British 
Honduras and Fiji, and variously in 
other laws 

Number of incorporators. It 
takes 7 people to start a credit union 
under the federal act and 33 other 
laws. In Manitoba it takes only one, 

(Continued on page 26) 








EARLY AMERICAN 


The Papago Indians, living meagerly 
on a reservation in Arizona, are 
gradually getting on to this credit union idea 


“SP NDIANS have nothing as col- 

lateral. But we don’t need much 
security on loans because we know 
what they can afford to borrow.” 

Tom Throssell is a member Speaking was Henry Throssell, 
of the credit committee. He credit committeeman in the Papago 
thinks the tribe needs a credit . ~ Se : 
utile. Federal Credit Union on the Papago 

Indian reservation in Arizona. He 
and his brother, Tom, and a hard 
core of other intelligent, earnest In- 
dians have kept the credit union alive 
and busily serving a small part of its 
potential ever since it was organized 
four years ago. 

Maybe the collateral isn’t worth too 
much in some instances, but Henry 
Throssell’s credit committee made 
these loans recently: 

$30, with no security listed on the 
note, to pay medical and personal 
debts 

$40, secured by shares, to pay de- 
linquent medical bills. 

$100, secured by shares, to pay 
three old bills 

$60, secured by a stove and sewing 
machine, to buy clothing for school 

$25, secured by a radio, to buy 
clothing 

$50, secured by a_ radio-phono- 
graph, to buy clothing 

$100, secured by two co-makers, to 
pay bills and get a child ready for 
school 

$76, secured by shares, to pay an 
insurance premium 

$100, secured by livestock and one 
co-maker, to buy business equipment 





CREDIT UNION 


$25, secured by shares, to make car 
repairs 

$70, secured by a refrigerator, 
radio and stove, to pay Christmas 
expenses 

Loan limit, regardless of security, 
is $100. The credit union is still 
small. With about thirty borrowers 
and $2000 out in personal loans, the 
credit union shows an average loan 
of about $70. 

Borrowing money isn’t a new thing 
to a Papago. Until about six years 
ago the tribe had a revolving loan 
fund. Henry Throssell recalls that the 
loan rate was 5 percent. Most of these 
were larger loans for farming, live- 
stock, home building or businesses. 

“But,” says credit union president 
George Norris, a genial law officer 
on the reservation, “the Papago would 
borrow. Then he would say to him- 
self, “This is my money; why should I 
pay it back?’ It was sort of a habit 
not to pay the money back if he 
wasn't held to it.” Henry Throssell 
estimates that the tribe still has $25,- 
000 uncollected from the revolving 
loan plan. 


Much outside debt 


Since the credit union, with only 
$2220 in shares, hasn’t become big 
enough to handle all the Papago’s 
credit needs, there still is evidence of 
considerable credit buying and bor- 
rowing in Tucson, eighty-five miles 
away. One loan application in the 
credit union showed $190 owed to a 
fianance company and $100 else- 
where, undesignated. This member 
showed an income of $18.40 a day. 
Another member with $300 salary 
monthly showed $80 owed to Sears 
and $1120 owed to two finance com- 
panies. Still a third member, also with 
$300 salary monthly, showed $58 
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owed to Sears and $600 to a finance 
company. 

While money comes 
naturally for a Papago, saving money 
comes a little harder. Of the $2220 in 
shares, only $1170 has been saved in 
four years by the Indians. The rest 
came in two lump sums, $50 from a 
rummage sale and $1000 from the 
American Friends Service Committee, 
which had gotten that amount from 
a philanthropic foundation. 

However, president Norris says he 
believes any Papago can understand 
the mechanics of giving his money to 
a treasurer and getting back only a 
posted passbook. Norris also thinks 
that a recent outbreak of thievery on 
the reservation may benefit the credit 
union, since the Papago “wants a 
safe place to put his money.” 


borrowing 


Understanding grows 

Henry Throssell said, “I can see 
that the credit union is being under- 
stood more all the time.” Marguevita 
Throssell, a former credit union 
treasurer, said, “Most of the people 
who know understand.” And Tom 
Throssell added that “people who 
know about it are really helped.” 

The problem, though, is that most 
Papagos don’t know about the credit 
union. As Eliza Mendez, a young 
widow who serves on the supervisory 
committee, put it, “Our transporta- 
tion and communications are so bad.” 

How bad? This bad—the Papagos 
have three million acres on their 
reservation, desert land hugging the 
Mexican southwestern 
Arizona. On those acres, separated by 


border in 


tall, beneficent saguaro cactus and 
dry dirt, are only six thousand Pa- 
pagos. All are eligible for member- 
ship in the credit union. 

The only population center is Sells, 


a town of about seven hundred, where 
the tribal office, the Bureau of Indian 
Affairs office, the credit union office 
and three stores are located. Other 
than this small settlement, most of 
the Papagos live scattered in small 
villages or completely isolated with 
maybe only a buckboard and mule 
for transportation. 


Rodeo important time 


Once a year, at rodeo time in Octo- 
ber, the Papagos flock to Sells. Once 
a month most Papagos receive the 
Papago Indian News, a mimeo- 
graphed newspaper in English doing 
a commendable job of uniting the 
scattered villages and families with 
recent tribal news. Also once a month 
the tribal council, two men elected 
from each of the eleven districts on 
the reservation, gather to conduct 
the tribe’s business. 

When the credit union was organ- 
ized in January 1955, the tribal coun- 
cil gave its formal approval to the 
application. Credit union matters may 
be brought up at council meetings, 
but relations end there. Tom Thros- 
sell said it definitely would not be 
practical to try to combine council 
meetings with credit union meetings. 
At present there is no overlapping 
office holders between the credit 
union and the council. 

Worse yet, so far as the credit 
union is concerned, is the fact that 
no tribal funds can be deposited in 
the credit union. The council holds 
strictly to the practice that any tribal 
funds must be used for the benefit of 
all Papagos. 

There are other handicaps under 
which the credit union operates. For 
one, Papago is not a written lan- 
guage. The soft, gutteral grunts of the 
old tribe have never been written, 
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though a group of Bible translators 
is struggling to put Christian teach 
ings into Papago. Any Papago, re 
gardless of his command of English, 
will use the tribal tongue when ex 
cited 
Second 
kinglish Papagos 


Some of them live on less than $300 


income 1s just another 


word to many 
a year. Regular savings are possible 
only for those few who are employed 


at the Affairs 


agency in Sells or who work for the 


Bureau of Indian 
tribe itself. Cattle-raising is the main 
source of individual income; it also 
provides income for the tribe, which 
owns considerable herds. 

Available leadership is limited al 
most entirely to those regularly-em 
ployed, educated Papagos in Sells. 
All of these people have full time-jobs, 
sometimes more than one job, and 
most of them support large families 
lhe incorporators of the credit union 
included a 


secretary, teacher, me 


chanic, electrician, rancher, two 
housewives and the tribal chairman 
most of whom are still interested 
But none of these can devote project 


saving time to the credit union. 


Advertising needed 

(hese credit union leaders had in 
teresting comments about the credit 
union: 

om Throssell said, “We need pep 
talks among the officers to keep them 
working 

Henry Throssell said, “It’s going to 
take the time and effort of all con 
cerned,” 

Eliza Mendez said, “I’m all for it 
but we have not grown as we should. 
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We don’t have very good advertising, 
and the transportation and communi- 
cation is so bad.” 

Throssell said, “We 


have never paid a dividend. Even a 1 
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percent dividend would be helpful. 
But just belonging to the credit union 
means something.” 

Albert Noreiga, who holds down 
two full-time jobs, said, “We need 
more meetings. It is a good thing for 
the people, and | think we can get the 
people together and explain.” 

One credit committeeman said, “If 
we had more money to loan, people 
would borrow to pay their old debts.” 
He also said the credit committee had 
turned down a couple of loans be- 
cause they were “maybe risky”; one 
was for a Papago who was known to 
be negligent about paying his bills. 

There’s a possibility of more steady 
income for a few Papagos now. The 


U.S. government has leased a large 


block of the Papago’s mountainous 
land and is constructing an astro- 
nomical observatory atop Kitt Peak, 
highest point on the reservation. In 
addition to the $25,000 bonus and 
$2500 yearly rental going to the 
tribe, there will be construction and 
maintenance jobs for a limited num- 
ber of Papagos. One astronomer con- 
nected with the project said that 
eight Papagos had been hired before 
January 1 and others would be hired. 
He characterized the 
“wood workers.” 

Some Papagos interested in the 
credit union wistfully eye the regular 
salary earned by the Bureau of In- 
dian Affairs career personnel as- 
signed at Sells. The charter was 


Papagos as 


drawn up to include only Papagos 
living on the reservation and it has 
not been expanded. One observer said 
that the agency employees “may be a 
little miffed because they are left out 
of the Papago Federal Credit Union.” 
They are, however, eligible to join 
a federal employees’ credit union in 
Tucson, eighty-five miles away. 


Washington interested 


Credit unions, particularly the Pa- 
pago, have not gone unnoticed by the 
Bureau of Indian Affairs, starting 
in the Washington office and espe- 
cially evident in the Phoenix area 
office. The Phoenix office issued a 
statement of policy last October “en- 
couraging its personnel and Indians 
within its jurisdiction to organize 
credit unions wherever practicable.” 
The Bureau also said that it pre- 
ferred that credit union membership 
be open to all Indians and govern- 
ment personnel assigned to the reser- 
vation and to their families. 

In October the acting area director 
in Phoenix wrote CUNA in Wiscon- 
sin mentioning the revolving loan 
programs of some tribes. These, he 
said, were usually limited to larger, 
rehabilitation-type loans for farm- 
ing, livestock, home building or busi- 
ness purposes. “None of them make 
automobile loans,” he said, “and 
most do not make the personal-type 
loan usually associated with credit 
union activities.” He added that “the 
primary emphasis of the Bureau of 
Indian Affairs is on Indians obtain- 
ing their justified financing from the 
same sources as other citizens, which 
would include credit unions.” 
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Among the incorporators of the credit 
union were a secretary, a teacher, two 
housewives, a mechanic, an electrician 
and a rancher. 


Some of the Papagos have income 
as low as $300 a year. 


FROM THE MANAGING DIRECTOR 


Leadership comes mostly from those 
with regular employment. 


Another Federal agency keenly in- 
terested in the Papago Federal Credit 
Union is the Bureau of Federal Credit 
Unions. When the Papago charter 
was granted in 1955, regional repre- 
sentative Lance S. Barden wrote, 
“This is a new type of group as far as 
the Bureau is concerned and we will 
watch its development closely. Their 
success could well mean the extension 
of credit union service to many other 
tribes or reservations.” Field exam- 
iners have found the Papagos having 
some trouble keeping books, but they 
have been patient. “The Federal Bur- 
eau is apparently just as anxious as 
anybody else to keep the Papago 
Federal Credit Union going,” says 
C. B. Stambaugh, fieldman for the 
Arizona Credit Union League. 

Stambaugh and his wife, Peggy, 
have taken close personal interest in 
the Papagos. Mrs. Stambaugh, a pro- 
ficient amateur artist, has helped keep 
activity going on the Papagos’ basket- 
weaving self-help project. Under this 
program, individual women weave 
baskets from native yucca, devil’s 
claw and roots, then sell their baskets 
to a woman in Sells, who in turn sells 
them at retail at prices ranging from 
$2.50 to $10 or $15. 

The Stambaughs move easily 
among the Papagos, and the credit 
union leaders talk freely with them. 
Stambaugh made the 170-mile round 
trip to Sells from Tucson three times 
in January, once to accompany The 
Bridge reporter, again to a board 
meeting and finally to the credit 
union annual meeting. Stambaugh 
personally hopes that the Papagos 
can build their credit union without 
expanding their charter. 

(Continued on page 30) 
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Credit Unions Pay 
Their Taxes 


You bet they do! Just like any 
other similar business! Credit 
unions do not have preferential 
treatment! The same rules on tax- 
ation apply to all. Credit unions 
that own their own buildings pay 
taxes on that building just like a 
bank or plumbing business. They 
pay sales taxes, social security 
taxes and all the rest according to 
the rules that apply to all tax- 
payers. 


No Income— 
No Income Tax 


Credit unions don’t pay corpo- 
rate income taxes for just one 
reason; they don’t have corporate 
incomes. Banks (they and credit 
unions are corporations) don’t 
pay corporate income tax if they 
don’t have corporate income. An 
income tax is levied on the profit 
a corporation has after all ex- 
penses are paid. 

When the net margins of credit 
unions are paid out in patronage 
refunds to those who paid interest 
and as dividends to those who had 
credit union shares, there is no 
corporate income to tax. If a bank 
pays out all of its net margin 
(profit) as refund on interest to 
those who paid interest on loans 
and as interest to those who had 
deposits in the bank, it won’t pay 
corporate income tax either. 

Corporate income tax is levied 
only on that profit that is held 
by the corporation, available for 
distribution to stockholders, and 
credit unions do not have any such 
profit. The banks—all businesses 
for that matter—have the privilege 


of operating in this manner as 
credit unions, and will be taxed in 
this same manner as credit unions 
and cooperatives. No income—no 
income tax. 


Exception: Undivided 
Reserves 


Amounts held by credit unions 
as added reserves (over and above 
the reserves for bad loans) are in 
some sense funds that could be 
held liable to corporate income 
tax. But credit unions don’t ac- 
cumulate many dollars in those 
reserves and applying corporate 
income tax to those would bring 
the government less than the cost 
of processing the tax returns on 
them. 


Exemption 
From the Beginning 


The law makers from the begin- 
ning have recognized that credit 
unions do not have income to tax 
and so made them exempt. This is 
not treating them differently from 
other corporations, but just recog- 
nizing that non-profit corporations 
have no income to tax. 


Want To Tax Us 
Or Eliminate Us? 


Those interests each year who 
propose measures to tax credit 
unions don’t really care about tax- 
ing us; they wish to destroy us. 
There is no compromise possible 
that would make them happy that 
would let credit unions live serv- 
iceable existences. CUNA policy is 
and has been against credit union 
income tax—on the very logical 
ground that we just don’t have 


income to tax!—H. Vance Austin 
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POSTAL INCREASES | 


| i gthber pang st increases in 

U.S. postal rates, including some 

changes effective January 1, 1959, 

have affected credit union mailing 
union’s direct mail © |. 

Here is a round-up of facts you 
promotion won't suffer should know about these and future 
rate changes, together with a review 
of the regulations. 
ways to cut corners— For regular educational and adver- 
: tising mailings to your members, you 
should be familiar with the regula- 
tions and services of your post office, 
including the important Form 3547 
service, by which you can correct 
your mailing list. 

Virtually everything a credit union 
mails goes either First or Third Class. 
Second Class mail is restricted to 
newspapers, magazines and other pe- 
riodicals; league bulletins sometimes 

These promotion pieces were qualify Sor this, but credit unions so 
custom designed for individual far as is known have not found any 
credit unions for use partly as way to do so. Fourth Class mail ap- 
eae, A wee Rete Adver- plies to merchandise or printed mat- 

ter weighing a pound or more. 

What does First Class include? 

® Letters and all other handwrit- 
ten or typewritten material. Carbons 
and other copies of such material, if 
there are less than 20 identical copies. 

All items sealed or closed against in- 

spection. 


but the typical credit 


much. Here are some 


and some ways not to. 


The rate is now 4 cents per ounce 
for carrier delivery. Other details: 
There must be 3% inches of clear 
address space at right on mailing sur- 
face for address, postage, etc. On 


-aving and 00 
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large envelopes, a clear space 5 by 3 
must be available. 

© Government postal cards, or 
your own printed post cards. Size 
must not be smaller than 234 by 4 
inches, nor larger than 3 9/16 by 
5 9/16 inches in order to qualify for 
the post card rate. 

The rate is now 3 cents. Oversize 
cards will be charged either the letter 
rate or the Third Class rate. See regu- 
lations, including rule covering weight 
of paper stock allowed. 

® Air mail, including post cards, 
up to 8 ounces. Rate is now 7 cents 
per ounce for envelopes or packages 
up to the half-pound limit. For post 
cards, rate is 5 cents each. It might 
interest credit unions with widely 
scattered membership to note that an 
airmail postcard costs just one cent 
more than a First Class letter. 

®@ Business reply envelopes or 
cards which conform to the prescribed 
form. Rate is First Class postage, plus 
2 cents for each item weighing 2 
ounces or less, or 5 cents for each item 
weighing more than 2 ounces. 

What does Third Class mail in- 
clude? 

All mailable items not First or Sec- 
ond Class and less than 16 ounces in 
weight. Most direct mail and adver- 
tising pieces go Third Class, including 
material printed by practically any 
reproduction process. Identical copies 
of writing, typing, etc., if 20 or more 
copies are mailed unsealed at the same 
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time. After July 1, 1959, pieces 
smaller than 234 by 4 inches will be 
unmailable. There is no maximum. 

All Third Class mail is subject to 
inspection, and with certain excep- 
tions it must be mailed unsealed. 
These items may be sealed: (a) par- 
cels weighing less than 16 ounces; 
(b) envelopes or mailers measuring 
more than 5 by 11% inches; (c) 
books or merchandise mailed in enve- 
lopes marked Books or Merchandise 
on the address side. Another excep- 
tion: “postage saver” envelopes, with 
an end flap tacked down by one dot of 
glue, are considered unsealed pro- 
vided the flap has the words pull out 
Jor postal inspection printed on it and 
entirely visible when the envelope is 
ready for mailing. Items improperly 
sealed are subject to First Class rates. 

These different rates apply to Third 
Class mail: 

® Individual pieces. Rate is now 
3 cents for the first 2 ounces, plus 144 
cents for each additional ounce or 
fraction, 

® Bulk mailings (regular— 
which means quantities of 20 pounds 
or more, or 200 identical pieces or 
more). Rate is now 16 cents per 
pound or fraction bulk weight, with 
minimum charge of 2 cents per piece. 

® Bulk mailings (books and 
seeds). Special rates apply to books 
and catalogs of 24 pages or more, and 
to seeds and plants. Quantities of 200 
or more. Rate is now 10 cents per 





RAISE MAILING COSTS 


pound or fraction, with minimum of 2 
cents per piece. 

® Bulk mailings (odd 
items over 9 by 12; round, cylindrical, 
or irregular shapes; items shaped so 
that they cannot be stacked or tied 
into packages; items in bags or ad- 
dressed by tags). There is now a mini- 
mum charge of 3 cents per piece. 
Effective May 1, 1959, the minimum 
will be increased to 6 cents. 

Here’s what you should know about 
bulk mailing regulations. 

To make bulk mailings, you must 
pay an annual fee for each calendar 


sizes: 




















vear. The fee is now $20. You can 
then obtain a permit to pay postage 
by postage meter, or precancelled 
stamps, or, printed indicia, An addi- 
tional fee of $10 is required if you 
choose to mail with printed indicia; 
however, this fee is paid only once. 
Ordinary postage stamps cannot be 
used on bulk mailings. 
Bulk mailings must be sorted in 
bundles for each state or post office for 
whi h there are 10 or more pieces. A 
statement of mailing must accompany 
each bulk mailing on prescribed post 
office forms (POD 3602 for printed 
indicia, POD 3602-PC for meter or 


precancelled stamps ) 


lo help you keep your mailing list 
iccurate, the post office provides Form 
$547, an invaluable service. Simply 
print in the lower left corner of the 
mailing instruction: 
Form 3547 requested. Your return ad- 


envelope this 


dress must be found in the upper left 
corner. The post office will then report 
undeliverable mail to you. Unde- 
livered mailers will be returned to you 
with the non-delivery 
marked on the face. If the post office 
has the forwarding address, the new 


reason for 


address will be sent to you auto- 
matically on a card at 5 cents per 
name 

Other post office services and regu 
lations you should know about: 

® Mailing permit service is re- 
quired for several procedures that 
simplify Metered mail 


may be used in all classes of mail to 


handling. 


eliminate handling of stamps; ap- 
proved machines may be rented from 
the manufacturers. Printed indicia 
may be used in all classes of mail, but 
prescribed forms must be used, regu- 
lations must be followed and extra 
fees must be paid. Precancelled 
stamps may be used on post cards 
and Second, Third and Fourth Class 
mail if the stamped pieces are pre 
sented for mailing at the office which 
cancelled the stamps. 

® Imprinting service. Your post 
office will print your return address 
on stamped envelopes in multiples of 
500 for a nominal fee. 


®@ Postal cards for quantity print- 
ing. On request, the post office will 
supply cases of 5,000 governmeut 
postal cards in sheets of 20 
of 10,000 in sheets of 40 


nomical quantity press runs. 


or cases 


for eco 


® Unpaid or short-paid mail. 


Under a regulation that became ef 





COMING EVENTS 


March 6-7—North Dakota Credit Union 
League annual meeting, Memorial Build- 
ing, Jamestown. 

March 7—Fifth district meeting, Mayo 
Hotel, Tulsa, Oklahoma. 


March 9-11—Credit Union League of 
Saskatchewan annua! meeting, Hotel Sas- 
katchewan, Regina. 

March 13-14 New Mexico Credit 
Union League annual meeting, Hilton 
Hotel, Albuquerque. 

March 13-14—Seouth Carolina Credit 
Union League annual meeting, Wade 
Hampton Hotel, Columbia. 

March 14—Connecticut Credit Union 
League annual meeting, Stratfield Hotel, 
Bridgeport. 

March 14—Seventh district meeting, 
Louisville, Kentucky. 

March 14-15—Fourth district meeting, 
Westward Ho Hotel, Phoenix, Arizona. 

March 15—Eighth District 
Dinkler-Plaza Hotel, Atlanta, Ga. 


meeting, 


fective September 1958, all insuffi- 
ciently prepaid mail will be charged 
for the deficient postage plus a short- 
paid charge of 5 cents per piece. 
This could make a mistake pretty 
expensive. 

® Foreign mail. First Class rates 
to Canada and Mexico are the same 
as U.S. domestic. To all other coun- 
3 cents for the first ounce, 5 
cents for each additional ounce. Air- 
mail is also available to most foreign 
countries. Rates to Canada and 
Mexico are 7 cents per ounce, same 
as domestic. Rates to Caribbean and 
South American countries: 15 cents 
per half ounce. Rates to Europe: 15 
cents per half ounce. Asiatic and 
Oriental countries: 25 cents per half 
ounce. 


tries, 


For more information about postal 
rates and regulations, ask for these 
publications, which are available free 
of charge at your post office: 

® Packaging and Wrapping 
Parcels for Mailing (POD Publica- 
tion 2) 

® Domestic Postage Rates and 
Fees (POD Publication 3) 

® Mailing Permits (POD Publi- 
cation 13) 

® Combination Mailing (POD 
Publication 14) 

While postal rates have increased 
from a third to a half in nearly every 
category, these changes sound worse 
than they are. Most of them amount 
to 1 cent per piece, or $1 per 100 
pieces. Unless you mail in huge 
quantities, your plans should not be 


March 15—Jamaica Cooperative Credit 
Union League Ltd. annual meeting, St. 
George’s College Hall, Kingston. 

March 19-22 — Texas Credit Union 
League annual meeting, Rice Hotel, Hous- 
ton. 

March 20-21—Credit Union League of 
Alberta annual meeting, Iubilee Audito- 
rium, Calgary. 

March 20-21—Third District meeting, 
Seattle, Wash. 

March 20-21 — Rhode Island Credit 
Union League annual meeting, Sheraton- 
Biltmore Hotel, Providence. 


March 21 — Maryland Credit Union 
League annual meeting, Lord Baltimore 
Hotel, Baltimore. 

March 21—Sixth District meeting, Mil- 
waukee, Wis. 

March 27-28 — Arizona Credit Union 
League annual meeting, Tucson. 

April 34—Illinois Credit Union League 
annual meeting, Hotel Sherman, Chicago. 


(Continued on page 32) 


drastically affected by these cost 
changes. 

Nevertheless, it’s always important 
to get your money’s worth by plan- 
ning your mailings carefully. Combine 
mailings when it makes sense, stuff 
your statements, remember what you 
can do with post cards or bulk mail- 
ings. 

Even more important, pay atten- 
tion to quality. Don’t try to make up 
the rate increases by economizing on 
production costs. You will almost cer- 
tainly pay for this mistake through 
lower response. 

The CUNA advertising and promo- 
tion department offers three tips to 
eredit unions planning direct mail 
programs: 

1. Plan a program. The high re- 
sponse you may get on one mailing, 
the low response you may get on 
another, are not too important. Credit 
union direct mail promotion is dif- 
ferent from mail order selling, where 
a 2 percent return is considered more 
or less standard. Your credit union is 
not selling products. Your goals are 
different. 

2. Keep it personal. Write to one 
person, using “you” (singular). Your 
message goes into the home. People 
will be interested in what you say if 
you are thinking about them when 
you say it, not about yourself. 

3. First impressions are important. 
Much mail is thrown away, as we 
know. It’s the first impression that 
decides whether your mail will be 
thrown away or read. 
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Celebrating its 21st year, the Weyerhaeuser Timber Company Federal 
Credit Union of Longview, Washington, has moved out of the company 
cafeteria into its own building. The credit union now has nearly 4,000 members. 
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Left: Cartoonist Joe Stern, who drew 
the original Little Man with the Um- 
brella, is still actively working on a 
Boston paper. Right: Angela Melville, 
first secretary of the Credit Union Na- 
tional Extension Bureau, now lives in 
retirement in the West Indies. 


Two officials of Fort Carson Federal Credit Union inspect 
their new window posting machine. The civilian treasurer is 
Joseph Uphoff. The master sergeant with all the hash marks 
is Reuel Warner, a member of the board. 


The Illinois Brothers Keeper contest winner, Miss Ludgardis 
Marxer (seated center), is congratulated by Congresswoman 
Marguerite Stitt Church (lower left). 





Bank employees often can’t 


borrow from their own employer. 


Hence many like this one in Louisville, 


have their own credit unions. 


(WO years ago ofhcers 
National Bank and 
Louisville, Ken 


tucky, helped their employees start a 


4 bie ENTY 
of Liberty 
Trust Company in 
credit union to serve two purposes: 

|. Cut down on requests for salary 
advances 
2 Keep the employees 
by bank rule borrowing at 
Liberty—out of the hands of high 
rate lenders. 


forbidden 


On the first count the credit union 
can be pronounced a definite success, 
Ashby Millican, first 
vice president of the bank and one of 
the origina! shareholders in the credit 


according to 


union. On the second count, statistics 
aren't available 

The fact is that the credit 
has continued to serve the growi 


union 


number of employees of Louisville’ 
oldest financial institution. With un 
spectacular though steady growth, i 
affiliation 


has maintained fr iendly 
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with the organized credit union 


movement. 
The credit succeeded 


because a bank employee is just an- 


union has 


other working man with money prob- 
lems of his own in spite of the thou- 
sands of dollars which he comes in 
contact with daily. At Liberty Na- 
tional, where employees had to go 
outside their own bank for credit, a 
credit union served a real need. 
Assets currently are around $20,- 
000. About two-thirds of that is in 
personal loans to members, including 
three loans on cars and an assortment 
of smaller loans for appliances, medi- 
cal bills and the usual 


credit needs. 


consumer 


On its merits 
lreasurer O. H. Dolson says no 
me has ever “pushed” the credit 
union inside the bank. But he adds 

finitely that he believes that Liberty 


The Liberty National Bank 
and Trust Company is plan- 
ning a new building to be 
completed in 1961. 


CREDIT 


bank’s officers and directors will con- 
tinue to allow the credit union to 
grow on its own merits. 

Membership is open to all em- 
ployees of the main bank and its 
thirteen branches, the farthest located 
twenty miles from the main bank. 
Actual membership is about 150, or 
half the potential of some 300 em- 
ployees. 

Communications in a scattered em- 
ployee group like this obviously are 
a problem. To meet this problem, the 
credit union is allowed free and un- 
restricted use of the bank’s inter- 
office mail service. This includes com- 
plete pickup and delivery within the 
fourteen locations twice daily. 


Inter-office mail used 


Annual meeting notices go out 
through the inter-office mail. Pass- 
books—required by treasurer Dolson 
for every transaction—are shuttled in 
and out through the mail. For the 
supervisory committee passbook 
audit, the member sends in a state- 
ment through inter-office mail. These 
statements are checked by the com- 
mittee against Dolson’s books. In case 
of discrepancy, the member is noti- 
fied. 

The credit committee is allowed to 
meet any time it receives an applica- 
tion. The members of the committee, 
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Left: Treasurer O. 
H. Dolson says the 
bank management 
leaves the credit 
union a free hand 
to do its job. 
Right: Credit union 
president William F. 
Kern, Jr., attends 
league and chapter 
activities. 


all employed at the main bank, are a 
bank auditor, the personnel director 
and a commercial loan officer. 

The supervisory committee meets 
monthly to audit treasurer Dolson’s 
month-end financial statement and 
reconcile the credit union’s bank 
account. Members of this committee, 
also all employed at the main bank, 
are a mortgage loan bookkeeper, as- 
sistant auditor and a bank vice presi- 
dent. 

Through bank facilities, the credit 
union has two advertising outlets 
other than inter-office mail. One is a 
one-page mimeographed general in- 
formation sheet given by the person- 
nel department to each new employee. 
This is a brief outline of membership 
eligibility, purpose of the credit 
union and operating procedure. 

The other advertising outlet avail- 
able to credit union members is the 
bank’s house organ, Spotlight, a 
pocket-size magazine issued about 
every two months and carrying brief 
news items and pictures about Liberty 
National employees. Treasurer Dol- 
son says the credit union has received 
publicity in Spotlight a couple of 
times, and he says the magazine prob- 
ably would carry more credit union 
news upon request. 

Credit union loans are made on the 
same basis as the bank’s personal 
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UNION IN A BANK 


loans, that is on a discounted basis. 
On a typical $100 loan the member 
would receive $95 and would pay 
back $5 on each of twenty paydays. 
Employees are paid on the fifteenth 
and thirtieth of each month. 

Loans are restricted somewhat more 
than in most credit unions, and un- 
secured loans are not made over $300. 
There is a lower-than-usual limit on 
shares. Maybe this is natural in a 
banking environment. 


Charge-offs small 


The largest single loan made by 
Liberty National Employees Credit 
Union was $1800. Loan charge-off 
during twenty-two years of operation 
has been $233, which treasurer 
Dolson declares “absolutely uncol- 
lectable.” 

Share limit for each member is 
$2000. Dividends on shares have 
never fallen below 3 percent. Last 
year they were 444 percent, but the 
first $25 in each share account is 
excluded from dividend computation. 

Operation expenses are held to two 
principal items, $350 a year salary 
for Dolson (who does most of his 
credit union work at home) and office 
supplies and expenses which last yeas 
totaled $152.46. 

Liberty National Bank and Trust 
Company was the first in Louisville 





to organize a credit union for its 
employees. Since 1936 two other 
banks—Citizens Fidelity Bank and 
Trust Company and First National 
Bank have organized employee 
credit unions. 

At its first year-end statement, in 
December, 1936, following organiza- 
tion in November, the credit union 
showed loans of $505 and shares of 
$762. This is the year-end picture 
from the beginning: 


Year Loans Shares 

1936 $ 505.00 $ 762.00 
1937 2,228.75 2,668.50 
1938 3,970.35 5,766.50 
1939 7,648.09 7,426.74 
1940 7,747.00 6,596.14 
194] 9,057.48 9,521.14 
1942 7,694.59 10,444.66 
1943 1,901.73 8,565.96 
1944, 2,396.23 11,578.02 
1945 3,027.58 9,795.20 
1946 2,716.87 7,813.73 
1947 3,229.79 9,470.09 
1948 3.295.06 6,764.53 
1949 6,004.10 7,423.08 
1950 6,528.23 6,477.33 
1951 7,551.85 8,104.32 
1952 7,923.75 9,155.42 
1953 $.825.75 13,557.67 
1954 9,788.25 14,849.97 
1955 13,538.25 14,512.98 


(Continued on page 30) 
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At left is the old malt house. At 
right, Filene House, built on the malt- 
house site and dedicated in 1950. 





ENE HOUSE 


JUILENE House is not just the head 
quarters of the credit union move- 
ment. 

It is also a kind of thank-you gift 
from Roy F. Bergengren to Edward 
A. Filene. 

These two men, who did so much 
to create the credit union movement, 
had a difficult but fertile partnership. 
At times they fought each other like 
cats in a bag. At other times they 
stood back to back and gave each 
other complete trust, protection and 
support. 

Bergengren at times found it neces- 
sary to flatter Filene laboriously in 
order to win an argument. He some- 
shows Filene and Bergengren had their times held out to Filene the hint that 
his support of the credit union move- 
ment would win him lasting fame. It 
probably as not too difficult for 
Bergengren to say such things, since 
House symbolizes a great working partnership. he knew Filene was an authentic 

genius in his own right. When Filene 
was in a mood to forget about the 
credit union movement and its end- 
less problems, Bergengren could 
butter him up with immortal visions. 
Filene was human, brilliant and vain; 
he rose to the lure each time like a 


Hitherto unpublished correspondence 


troubles but kept their heads. Filene 
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hungry trout. Filene, as we know, 
gave over a million dollars to help 
get the credit movement 
started. 


union 


Filene House stands as solid evi- 
dence that Bergengren was not trifling 
with his boss’s feelings. Fourteen 
years after Filene was buried, the 
cornerstone was laid by the then 
President of the United States, who 
like Filene had been a retailer. The 
day that Filene House was dedicated, 
Roy F. Bergengren was still alive and 
delivered a speech on the site, with 
President Truman and his family 
sitting on folding chairs and listening. 


It wasn’t easy for Bergengren to 
raise the money for Filene House. At 
first, nobody shared the vision with 
him except his wife. There was oppo- 
sition among his own staff. In some 
of the leagues, he ran into the argu- 
ment that Madison, Wisconsin, was a 
pretty out-of-the-way place to plant a 
national headquarters. One group 
urged an alternative site in Decatur, 
Illinois. 


Friends gave help 


But Bergengren was a hard man to 
discourage. His friends and admirers 
rallied to his support, and leading 
citizens in Madison, when they heard 
what Bergengren was up to, gave him 
help of a substantial nature. There 
was a beautiful site available, on the 
edge of one of Madison’s loveliest 
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parks, occupied by the dilapidated 
malt house of the local brewer. It was 
an eyesore on the edge of Eden. The 
leading citizens saw a chance to get 
rid of the eyesore and keep a desir- 
able employer in town, so they cheer- 
fully collected money and offered the 
site to the Gredit Union National 
Association as an inducement to settle 
down and call Madison home. 

This gave Bergengren a leg up over 
the opposition. He enlisted trustees 
and began a grinding and tedious 
campaign to raise money for a build- 
ing. CUNA at the time had perhaps 
fifty employees, working in a dingy 
and ancient factory building which 
had been bravely christened Raif- 
feisen House. Filene had been dead 
two or three years when the campaign 
started, and there were already plenty 
of new credit union people who had 
no idea who Filene was or what he 
had done for them. Money was not 
easy to raise in the thirties. Neverthe- 
less it came in, and by December 7, 
1941, Bergengren was close to his 
goal of $100,000. 

Pearl Harbor changed everything. 
It was no longer possible to plan a 
construction program. The money 
was placed in government bonds, and 
the dismal malt house continued to 
stand facing the wintry winds that 
howl across Lake Mendota. At the 
end of the war, Bergengren retired. 
Suddenly the opposition with which 
he had had to contend, melted away. 


Additional money was raised, the 
building was erected, and Bergen- 
gren’s gratitude to Filene was made 
manifest. 

Ironically, there were more people 
than ever in the movement who had 
never heard of Filene. Letters fre- 
quently came in addressed to “Feline 
House.” Nevertheless, the leaders of 
the movement knew. The leagues 
made special contributions of various 
sorts. There is marble on the walls 
of the lobby that came from the 
Ohio League. There is a plaque 
in the floor given by the Illinois 
League. A bust of Filene faces the 
visitor as he comes in through the 
front door—it was given by the Mis- 
souri Credit Union League. On the 
wall is the stern bronze slogan, “This 
bears my name, keep purpose con- 
stant here,” written by Bob Kloss, 
managing director of the Ohio 
League. 


Tough times soft-pedaled 


When Bergengren wrote the history 
of the early years, he tended to skip 
over the tough spots and dwell on the 
victories. This was natural, but it has 
tended to bury the past in a blanket 
of posies. The past was both more 
interesting and more difficult than 
you would gather from Bergengren’s 
books. Filene House was built on 
struggle and heartaches. 

Soon after Filene hired him to 
head the Credit Union National Ex 
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tension Bureau, Bergengren sought 
to enlist the aid and cooperation of 
the Russell Sage 
December 13 


York for a 
( D 


Foundation. On 
1921, he went to New 
conference with Miss 
Coombs, head of the Russell 
Sage Foundation’s Division of Reme 
di il Loans 

Reporting to Filene on the follow 
ing day, he writes: “I had a long 
conference with Miss Coombs . . . to 
find out the possible attitude of the 
Foundation toward the work of this 
office, and to also establish a coopera 
tive relationship between the Division 
of Remedial Loans, which really has 


in charge in large measure credit 
union direction in New York, and the 
Credit League of Massa 
1 asked Mr. Glenn first 


with us in the cities j 


| nion 
chusetts 

lo coope rat 
which we are working this yeal 
having in mind that the Foundation 
is in touch with people of importance 
in the various states who can assist 
us when bills are pending before the 
legislature. Mr. Glenn authorized Miss 
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President Harry S. Truman laid the 
cornerstone of Filene House. His wife 
and daughter accompanied him at the 


ceremonies. 


Roy F. Bergengren delivered the dedi- 
cation speech. For him, it was a wel- 


come climax. 


Coombs to completely cooperate with 


us. 

Concludes Bergengren’s report: “I 
feel that the Foundation can be in- 
duced gradually to become a con- 
National 


tributing member of the 


- o 
Bureau 


Disagreements appeared 


While Bergengren was still looking 
forward to closer cooperation with 
the Foundation, some rough edges 
appeared in the relationship early in 
1922. Writes Bergengren in his report 
for the week of March 6, 1922: “I 
hearing on the Small 
Loans Bill at the State House, March 
ith, appearing in opposition to the 
Bill. While I realize that the Founda- 
tion is the proponent of this legisla- 
tion, yet | could not see my way clear, 
despite the opinion of Mr. Glenn and 
Mr. Ham, to do otherwise than to 
oppose the Bill under existing condi- 
tions. During the past two years what 
| have been able to accomplish among 
Massachusetts credit unions has been 


attended a 


due to the development of a feeling 
of confidence in the credit unions in 
my advice and leadership. Under the 
peculiar conditions of my present 
relationship with the Foundation in 
national work I could not do other- 
wise than stand with the credit unions 
on this proposition (on which propo- 
sition they feel most strongly) with- 
out jeopardizing their confidence. On 
the other hand I was able to make 
them understand the point of view 
of the Foundation so that the opposi- 
tion of the credit unions was not in 
any sense critical, and was based 
solely on the question of fact as re- 
gards the necessity for attempting to 
apply the general remedial loans law, 
which the Foundation favors, to our 
somewhat peculiar conditions in Mas- 
sachusetts.” 

Two weeks later Bergengren re- 
ports that the Foundation was offering 
him a job: “Had a long conference 
with Mr. Glenn about: (1) The small 
loans bill in Massachusetts, and (2) 
The possibility of having the National 

(Continued on page 21) 
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The Congressional Dinner held in connec- 
tion with CUNA quarterly meeting in Washing- 
ton last month drew a big turnout. There were 
163 members of Congress present, although 
attendance by Senators was reduced due to a 
late session on a housing bill. About 500 credit 
union leaders attended. Impression gained by 
CUNA president William O. Knight, Jr., was 
that Congress is in a friendly mood toward credit 
unions, may accept amendments to Federal 
Credit Union Act. The dinner celebrated the 25th 
year of the Federal Act. 


The CUNA Mutual board voted $5,611,739 
in dividends to policyholders during the Wash- 
ington meeting. Rate on loan protection is 15 
percent, down from last year; rate on life savings 
is 23 percent, up over last year. 


A memorial to Edward A. Filene will be 
placed in Boston Common during the annual 
meeting of CUNA in Boston, Massachusetts, early 
in May. The meeting will celebrate the 50th anni- 
versary of the Massachusetts Credit Union Act. 


Desire to hold down CUNA expenses led 
to two suggested changes being adopted by the 
executive committee. First, quarterly meetings in 
November will be eliminated. Second, representa- 
tion of leagues on CUNA board of directors will 
be scaled to new base. Both suggestions must be 
approved by the CUNA board in May to take 
effect. 


Complaints by CUNA Mutual against Oregon 
and Michigan Leagues were reviewed by the 
CUNA executive committee, against long state- 
ments prepared by both leagues. League spokes- 
men explained why their organizations have set 
up new loan protection and life savings programs 
in their states, offering affiliated credit unions 
double choice. After a week of steady discussion, 
CUNA executive committee reported it found no 
ground for condemning league actions. 


Close to 90 percent of all affiliated credit 
unions carry CUNA Mutual insurance, the Soci- 
ety reported. Temporary disability coverage will 
he added to the loan protection contract, the 
CUNA Mutual board voted. During 1958, CUNA 
Mutual coverage expanded slightly more than 
half a billion, and claims paid totaled $20,600,- 
000. More than two-thirds of credit unions with 
life savings insurance now provide the $2,000 
limit. 


A members’ suggestion program has been 
worked out by a CUNA committee, for collecting 
ideas on how to improve credit union services. 
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The CUNA committee studying stabilization 
plans will offer proposals to the board meeting 
in May. A family financial counseling spe- 
cialist should be added to the CUNA staff, the 
executive committee has voted. The executive 
committee also approved a planning committee 
recommendation that credit union laws should be 
amended to require 100 percent bond cover- 
age up to $2,000,000. 


Shuffles in league personnel, Within recent 
weeks several credit union leagues have an- 
nounced personnel changes. Larry Kilburn will 
become managing director of the Rhode Island 
League, replacing the retiring Franklin Read 
and leaving vacant the Indiana League managing 
directorship. Wayne Mahanna resigned as man- 
aging director of the New Mexico Credit Union 
League to become a fulltime credit union man- 
ager. Acting managing director in New Mexico 
part time is Dr. Robert Lebsack. In Wyoming, 
acting managing director Jacqueline Tyson re- 
signed her league position. In Vermont, Francis 
Butler became full-time league managing direc- 
tor. In the Texas Credit Union Leaeue, Jim 
Grantland became a fieldman in the Dallas area, 
replacing Herry Deckard who resigned. In the 
Michigan Credit Union League, public relations 
and publications departments were combined 
under Lou Segadelli with the league magazine, 
Contact, being edited by Henry Baker. The Towa 
Credit Union League named Burris C. Liggett 
special representative. In Maryland, S. J. Dome- 
nick moved up from assistant managing director 
to managing director, becoming the first full-time 
managing director in Maryland and replacing 


P. A. Boellner. 


Denial in Canada, CUNA’s Canadian man- 
ager, Robert Ingram, told the Canadian press 
recently that credit unions have no immediate 
plans to apply for a bank charter. Earlier, papers 
had said that credit unions, caisses populaires 
and cooperatives were considering setting up their 
own banking system. 


Statistics from ABA, Not on banks but on 
credit unions in a recently published booklet 
titled “Credit Unions.” Largely statistical, it is a 
revision of an earlier study and is available from 
the American Bankers Association Research 
Council. Nothing very controversial. 


Better bureau business. The Bureau of 
Federal Credit Unions has submitted a budget 
increase of almost 10 percent for 1960 over 1959. 
The estimate for the year ending June 30, 1960, 
shows total costs of $3,644,939 including $2,968,- 








878 for examination of federal credit unions. 
Income estimates include $3,706,760 from fees. 
The bureau’s page on the U.S. budget for fiscal 
1960 includes the statement that “the Bureau 
finances its activities out of fees charged for 
services performed.” The budget also said that a 
$250,000 loan granted to the bureau by the 
treasury in 1954 should be repaid by the end of 
1960. 


Other bureau news. William L. Mitchell is 
the new commissioner of the Social Security Ad- 
ministration, whose office includes the Bureau of 
Federal Credit Unions . .. The Bureau will micro- 
film a complete set of its annual reports and give 
them to the credit union library and museum at 
Filene House . . . Starting March 2, Alvin Lucchi. 
a former professor of English. will be the Bureau’s 
employee development officer. Since 1955 he has 
heen in Army training and staff development. 


No-cost loans. Erie County Savings Bank in 
Buffalo, N.Y., has advertised in local papers that 
its personal installment loans at 5 percent per 
annum on the unpaid balance cost less than divi- 
dends earned on deposits at the bank when the 
deposits are given as security for loans. 


Spanish-speaking films. CUNA’s three edu- 
cational films, one each for the board of directors, 
credit committee and supervisory committee, now 
have Spanish tape recordings of scripts. Record- 
ings were made in cooperation between the world 
extension department and the education depart- 
ment 


Usury in cars. A Colorado court ruled as 
usurious a $219.49 “time-price differential” 
added to the cash price of a $621.90 car. The 


court said this charge was actually interest. 


League history. A thesis submitted to the 
State University of Iowa is entitled “History of 
the Iowa Credit Union League 1930-56.” The 
league has published it in paper binding and dis- 
tributed it to libraries and schools in Towa. 


Michigan survey. Twenty-four credit unions 
will make monthly reports on six aspects of their 
eperation as part of a study conducted by the 
education and research department of the Mich- 
igan Credit Union League. 


Housewives on credit. Diners’ Club is push- 
ing a new credit card for housewives good at 
beauty salons, charm schools, dress stores and 
restaurants. 


Laws side by side. CUNA’s legal and legis- 
lative department has published and will soon 
distribute a comparison of the model credit union 
law, Federal Credit Union Act and various state 
and provincial credit union laws. (See page 1.) 


Month with a purpose. In British Columbia, 
the league has decreed March world extension 
month, asking credit unions to donate five cents 
per member with half going to CUNA’s world 


extension department and the rest to the league’s 
foreign students’ program. 


Bonding expansion. Number of credit 
unions covered by CUNA’s bonding program 
increased nearly 1500 last year to a total of 
18,500. 87 percent of these carry the 576 max- 
imum coverage blanket bond, and almost 100 
carry this bond with a maximum coverage of $2 
million. 


Organizing the organizers, CUNA’s organ- 
ization department produced these year-end 
figures: The Maryland Credit Union League has 
a goal to organize twenty-five credit unions this 
year, its 25th anniversary year. February chapter 
meetings were on organization . . . Last year 
1532 credit unions were organized, compared to 
1555 in 1957 . . . Marshall Warner of Little Rock, 
Arkansas, organized twelve credit unions last 
year to win CUNA’s volunteer organizer contest. 
Second was Jack Kent of California with eleven; 
he also was the winner in 1957. The Puerto Rico 
Federation of Credit Unions, with forty-five credit 
unions organized in 1958, got the award for 
greatest percentage increase in number of credit 
unions. Other league winners, grouped by league 
size, are Arkansas with twenty-two, Missouri with 


thirty-five and Illinois with 108. 


Buildings up, under. About the same time 
that the North Carolina Credit Union League 
announced that it has broken ground for a new 
$55,000 building in Greensboro, the Ohio Credit 
Union League was flooding out of its building. 
The Ohio building, generally considered one of 
the showpieces of the credit union movement, had 
six feet of water in its basement as a result of 
floods on the Scioto River. Printing equipment 
and supplies were ruined. CUNA, CUNA Mutual 
and CUNA Supply volunteered help with mailings 
and supplies. Ohio Managing Director Robert 
Kloss described the disaster in a letter to his 
directors written shortly after the flood crest was 
passed. League offices on the ground floor were 
unharmed. 


FDIC has to pay. The Federal Deposit Insur- 
ance Corporation, government insurer of bank 
deposits in all national banks and some state 
hanks, reported that nine banks failed during 
1958. Five of the banks were not insured with 
FDIC. The report said that almost half of the nine 
failures (largest in a single year since 1942) 
“included some element of misappropriation of 
funds, the primary cause of failure during recent 
years. 


Try for incorporation. Nine credit unions 
on Curacao in the West Indies have applied to 
their government for incorporation and have 
drafted rules for a league. One local organizer 
said the problem has been to hold back groups 
from organizing before they have learned how to 
operate. 
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... but can you enforce it? 


That’s the most realistic 


complaint against credit control in peace time. 


They had a hard time enforcing Regulation W. 


One violator is still in court. 


F consumer credit control is used 
in peacetime as a brake on infla- 

tion, watch for the emergence of a 
new kind of “anti-social character”: 
the instalment credit bootlegger. 

This is the fellow who gets around 
consumer credit regulations by slip- 
pery tactics or outright cheating. 

In wartime, when merchants had 
little to sell, there was no demand for 
his services. 

But under peacetime conditions, 
when warehouses groan with unsold 
cars and consumer durables, past ex- 
perience shows that even reputable 
merchants are tempted to take chances 
in order to avoid losing sales. 
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With the administration putting so 
much emphasis on the need to fight 
inflation, Congress is likely to con- 
sider a stand-by consumer credit law 
which could be used in the event of 
another consumer buying spree. 

Under some _ circumstances, of 
course, consumer credit control might 
play a useful role in dampening infla- 
tionary pressure. Nevertheless it is 
important to realize that consumer 
credit control is no panacea, and that 
the enforcement problem can lead to 
some very serious “side effects”. 

In terms of compliance, our most 
satisfactory experiences with con- 
sumer credit control were in wartime 


and in the boom period of 1948-50. 
However, these were periods when 
there were more buyers than mer- 
chandise so for the most part there 
was little incentive for sellers to cheat. 

During the Korean mobilization, 
the story was different. While a por- 
tion of the nation’s industrial capacity 
was diverted to defense work, produc- 
tion of consumer goods remained 
high. In a period of “twilight” peace, 
businessmen were under constant 
temptation to do the unconventional. 


Violations spread 


There are differences of opinion 
regarding the amount of compliance 
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that was achieved during the Korean 
mobilization. In the early stages, co- 
operation was good, but as time went 
on, an increasing number succumbed 
to the temptation to resort to ques- 
tionable methods. 

On an over-all basis, at least 12 
percent of the businessmen covered by 
the regulations were caught in viola- 
tions of one kind or another. In its 
own appraisal of the results, the Fed- 
eral Reserve Board reported: “When 
the regulation was suspended in May 
1952, those who were directly engaged 
in the work of enforcement were be- 
ginning to feel that compliance was 
deteriorating.” 

After three test periods with con- 
sumer credit control, experts at the 
Federal Reserve Board are inclined to 
feel that you can’t expect any miracles 
from them. Credit control can tend 
to stabilize lending terms and prevent 
undue risks. On the other hand, if the 
terms are stricter than the terms 
which are normally offered in a free 
market, the problems of compliance 
begin to develop. 

During the Korean mobilization, 
the regulations called for one third 
down on autos, and 24 months to pay. 
Among the nearly 80 cases which 
were turned over to the Department of 
Justice for criminal prosecution, a 
high percentage involved auto dealers 
who were trying to get around the 
“one-third” down rule. 


Loopholes found 


In the appliance field, Federal Re- 
serve required 10 percent down and 
24 months to pay, with an exemption 
for sales under $100. As merchants 
squirmed to find ways around the 
regulations, investigators turned up 
many situations where single sales 
were broken into parts to take ad- 
vantage of the $100 exemption. For 
‘ example, on the sale of a $190 TV set, 
the contract was written so that the 
chassis was sold for $95 and the tubes 
for $95. 

As the control period dragged on, 
the temptation to cheat became 
techniques of 
evasion developed to meet changing 
circumstances. 


stronger and new 


In the beginning, violations were 
disarmingly simple, often involving 
nothing more than a failure to keep 
adequate records which would reveal 
a violation. 

Later the violations were often im- 
pressively sophisticated with fake 
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hooks to cover up violations, and a 
second set of books to protect against 
tax trouble. 

For autos, for example, one of the 
accepted methods of evasion involved 
what was known as the “double push 
up”, with a fake set of books record- 
ing a price and trade-in which were in 
accord with the rules. For example, 
the sale might involve a used car 
selling for $800, and a trade-in ap- 
praised at $200. Since this trade-in 
by itself would not satisfy the require- 
ment of “one third down,” the books 
would show a $900 sale with a $300 
allowance. In both cases the customer 
would still owe $600. 

In other including a 
case still pending in New York—gov- 
ernment investigators claimed loans 


instances 


ostensibly made for exempt purposes 
such as payment of medical bills were 
diverted—with the connivance of the 
lender—to autos or other prohibited 
uses. In these cases, the loan com- 
panies denied knowledge that funds 
would go for “illegal” purposes, and 
Federal Reserve investigators carried 
the burden of providing evidence that 
a “conspiracy” existed. 


Injunctions, prison terms 


Altogether, enforcement officers of 
the Federal Reserve Banks made over 
135,000 investigations and calls be- 
tween 1950 and 1952, and turned up 
12,960 violations. Most were regarded 
as inadvertent, careless or a mis- 
understanding, but 1,563 were classi- 
fied as serious and willful, and about 
80 of them were so serious that they 
led to injunctions, fines and even 
prison terms. 

Because credit unions have no 
incentive for trying to generate loans, 
enforcement officers did not have any 
difficulties with them, and there are 
no records of any serious violations 
charged to a credit union. 

In the small loan field, however, the 
pressure to make loans is consider- 
ably stronger, and many of the more 
serious offenses involved personal 
finance companies. In fact the largest 
of all Regulation W compliance cases, 
involving Personal Finance Co., New 
York, is still pending in the Federal 
District Court. 

With more than 200,000 businesses 
involved in credit selling covered by 
consumer credit regulations, even 
under ideal circumstances, compliance 
is bound to be a serious problem. 

Within the controlled area are a 


wide range of businesses and kinds of 
people, from large finance companies 
and banks to “fly-by-night” operators 
without any established business repu- 
tations which they would be afraid to 
lose. 

During World War II, when con- 
trols were introduced for the first 
time, educational campaigns and 
“disciplinary conferences” were used 
to generate wide-scale compliance. 
Even then, in half a dozen instances, 
punishment ultimately was adminis- 
tered by suspending licenses for brief 
periods. 

No compliance effort was made 
during the brief control experiment 
in September 1948 to June 1949, but 
in the Korean Mobilization, a full- 
scale enforcement program was at- 
tempted. 


Trained staff needed 


A force of fully 150 enforcement 
officers and investigators was organ- 
ized, working from the 12 Federal 
Reserve Banks. Newspaper ads were 
scrutinized for questionable offers, 
and constant liaison was maintained 
with Better Business Bureaus. In ad- 
dition, enforcement officers went “out 
on the beat” to achieve compliance, 
and a systematic method of inspection 
was set up so that thousands of busi- 
nesses were visited annually on 
routine calls, simply to determine 
whether the books were in order. 

In organizing this force, Federal 
Reserve encountered difficulties which 
ought to be considered by anyone who 
thinks a consumer credit program can 
be operated on a stand-by basis, ready 
to be turned on or off at a moment’s 
notice. 

“In a situation of this kind,” the 
Board said in its subsequent report on 
consumer credit control, “the delay 
and expense of setting up an organiza- 
tion is largely out of proportion to the 
results obtained. 

“One of the principal difficulties 
arises from the fact that competent 
personnel cannot be hired, except at 
great expense, unless they can be 
promised other employment at the 
conclusion of the temporary period 
during which the regulation is ex- 
pected to be in force.” 


During the control period, enforce- 
ment officers often found themselves 
torn between their duty to encourage 
compliance, and their instinctive de- 
sire to exact severe punishment from 
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those who were deliberately violating 
the regulations. 

The weapons at their disposal left 
something to be desired. Under stipu- 
lation settlements they could get fast 
results, but the penalty often did not 
measure up to the size of the offense. 
Even where fines were obtained under 
the criminal sections of the Defense 
Production Act the sums were too 
small to discourage willful violators, 
and the courts were reluctant to en- 
force jail terms for what were essen- 
tially “economic” offenses. 

As enforcement got underway, 
compliance officers settled in most 
instances for stipulation agreements. 
Frequently the offender was “sus- 
pended” from advancing credit for a 
brief period. Of more importance, 
however, was the fact that the settle- 
ment provided a springboard for 
newspaper publicity. If the offender 
was a “legitimate” businessman, the 
bad publicity represented real punish- 
ment, likely to deter a repeat appear- 
ance. Moreover the news of the en- 
forcement provided warning which 
tended to deter other would-be of- 
fenders. As offenses became more 
serious, however, terms of the settle- 
ments became tougher, and there were 
cases where the Justice Department 
felt violations were so flagrant that no 
compromise could be considered. 


Fast-buck Operators 


In the enforcement of regulations 
of this kind, compliance officers in- 
evitably ran into “rugged individual- 
ists”—the kind of non-conformist who 
continued to make “corn likker” dur- 
ing prohibition or bought his beef 
steak without ration coupons during 
World War II. 

But many of the cases which 
reached the stage of litigation 
stemmed from what the enforcement 
officers termed “fast buck” operators 
who often had bad records in other 
fields. In one case, a reputable build- 
ing supply dealer got into trouble 
through a tie-in with a group of “high 
pressure” traveling salesmen who re- 
sorted to a variety of illegal dodges in 
contracts for roofing and siding. 

Among the automobile cases was a 
“finance” company which consisted 
of a single individual who had a desk 
right in the dealer’s show-room. On 
the basis of complaints lodged by two 
other local dealers, Federal Reserve 
got a decision fining the “finance 
company” $1,200, and the dealer 
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$300. A TV dealer who evaded down 
payment rules had his credit sales 
license suspended for 30 days. In ad- 
dition he was fined $1,000 and given 
a suspended six month jail sentence. 

Even in a period of recognized na- 
tional emergency, Federal Reserve 
Board found that many people, in- 
cluding officials of some of the 12 
regional Federal Reserve Banks, felt 
strongly that a criminal penalty was 
an inappropriate sanction for a credit 
regulation. 

Inasmuch as the investigation and 
reporting of cases was handled by the 
12 regional banks, the stringency of 
compliance varied throughout the 
country, and the kinds of penalties 
exacted from violators tended to vary, 
too. 

Where full criminal litigation of a 
case was required, the salutory effect 
of conviction on other would-be 
violators was lost because most of the 
convictions could not be obtained 
until months after the rules had been 
abandoned. 

“The relative lightness of the fine 
also lessened the effectiveness of crim- 
inal prosecution,” according to Fed- 
eral Reserve. “A fine of $1,000, it was 
found, was as large as could be ex- 
pected in a Federal Court for this type 
of offense. A number of those subject 
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work carried on as a part of the pro- 
gram of the Division of Remedial 
Loans of the Russell Sage Foundation. 
Mr. Glenn intimated to me that if 
such a program were acceptable, I 
would be offered the work of direct- 
ing the Division. I pointed out, as 
per my report to Mr. Filene, that in 
my opinion the National credit union 
work needs the exclusive attention of 
whoever has charge of it, and that I 
would prefer to stay with the National 
work so long as there in any possi- 
bility of its continuance. I suggested 
as an alternative proposition that the 
Foundation cooperate with the work 
of this office to the extent of $15,000 
a year for three years, which proposi- 
tion Mr. Glenn took under consider- 
ation.” 

On March 23, 1922 he writes in a 
letter to Mr. Filene: “Further I am 
out of sympathy with the Founda- 
tion’s uniform small loans bill. It 
seeks to eliminate usury by legalizing 
a 42% rate and, while there is much 


to regulation thought of these fines 
only in terms of dollars. They cared 
nothing for the stigma, and were con- 
cerned only with the fact that it rep- 
resented the profits from a certain 
number of days of operation.” 

In their appraisal of consumer 
credit controls during three test 
periods, Federal Reserve experts ob- 
serve that the breakdown of compli- 
ance probably did not reach the point 
where it actually threatened the ef- 
fectiveness of the regulation at any 
time. 

They comment, however: “Experi- 
ence also indicates that administration 
becomes more difficult, and violation 
more frequent as the period of regula- 
tion is extended. This is generally 
attributed to an increasing impatience 
with restriction of economic freedom 
or the development of evasive prac- 
tices by marginal competitors. 

“Accordingly it is argued that if a 
regulation, with economic stabiliza- 
tion objectives, were imposed and sus- 
pended at intervals, it would soon fall 
into disrepute. It would either become 
unenforceable or would require such 
an extensive policing effort as to make 
the costs and burdens of regulation 
far outweigh its stabilization bene- 
fits.” 

This realism is hard to beat. 


to be said for it, there is much to be 
said against it, and it would be most 
unfortunate to associate the credit 
union bill with it. 1 doubt that a man 
can work effectively unless something 
more than his intelligence is being 
given to the work. His heart must be 
in it. I sometimes think that I have 
become a bit of a fanatic on this 
credit union work and, so long as 
there is some way to go ahead with it, 
I hope to be identified with it. As I 
explained to you the other day the 
Kentucky Senate killed the Founda- 
tion’s uniform small loans bill the 
day before they enacted the credit 
union bill and came near killing our 
bill because some uninformed mem- 
ber of the Senate tried to identify 
the two.” 

Early in November, 1922, Bergen- 
gren reports to Filene: “Wrote to 
Mr. Glenn and to Miss Coombs of the 
Russell Sage Foundation and received 
letters from them relative to the pos- 
sibility of having a credit union or- 
ganizer in New York paid by the 
Foundation to do organization work. 
Mr. Glenn replied eventually that this 
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could not be done because of other 
plans of the Foundation. 

“It is my personal opinion that the 
Foundation intends to plac e all pos 
sible emphasis on the small loans bil 
and that very little can be expected 
from the Foundation in the way of 
credit union work. 

“Tl have since written to Mr. Glenn 
to find out whether or not the Foun- 
dation would now give us a final an 
swer in the matter of contributing to 
the work of the Bureau to which letter 
I have not as yet received a reply.” 

The relationship between Bergen 
gren and the Russell Sage Foundation 
deteriorated progressively from 1922 
to 1928. When the Foundation found 
itself unable to curb Bergengren’s 
enthusiasm, John M. Glenn, then the 
Foundation’s general director, tried 
work by 


appealing directly to Filene and the 


. . 
to restrict Bergengren’s 


Twentieth Century Fund, through 


Credit 
Union National Extension Bureau 


which Filene financed the 


Harpooning Bergengren 


Writes Glenn to Filene on May 3, 
1928, in a letter marked “Personal 
and Confidential”: 

“May I submit for your conside: 
credit 
union situation in New York Stat 
and our relations with Mr. Bergen 
gren? 

“Mr. Henderson has recently had 
a letter from Mr. 
which I enclose a copy. My reason 
for writing to you is that I think it 
will be very undesirable both from 


ation some facts about the 


Bergengren of 


the local and national point of view 
for Mr. 
do anything about credit unions in 
New York State. The situation here is 
a very delicate one. Messrs. Hende 
Nugent 
Foundation have 


Bergengren to undertake to 


son and representing oul 
succeeded, after 
very hard and patient work, in getting 
the interest of the Attorney General 
and the U.S. District Attorney, both 
of whom are These 
officials are doing very active work in 
prosecuting loan sharks. The Banking 
Department is also showing marked 


Republicans. 


appreciation of what its relation to a 
credit union should be, but is not yet 
as wide awake to its opportunities as 
it should be. Its officials are Demo- 
crats. We are also hoping to get the 
interest of Governor Smith. 

“The New York Credit Union 
Association through Mr. Nugent’s 
efforts has been reorganized and is 


22 





The Philosophy of Filene 











Henry Ford popularized the 
automobile, The credit union has 
begun to popularize banking. It is 
not unreasonable, | am convinced, 
to expect the credit union to do as 
much for finance as a business as 
Mr. Ford has done for the entire 
motor-car industry. 


od . * 


But this tells a very small part 
of the story. A more important 
part is the demonstration which 
these credit unions have made: 
a demonstration, first, that the 
masses everywhere have the 
and the intelligence to 
carry on banking efficiently; and 


capacity 


secondly, that such mass banking 
is not only a tremendous service 
to those who engage in it but is 
good for business, good for gen- 
eral prosperity, and good for good 
banking everywhere; which brings 
me back to my point of departure. 
The bank, like the automobile, is 
being 


democratized before our 


eves. 
_* * 

Capital has always had a way 
of standing on its rights and 
neglecting its opportunities: so 
not all, of 
looked 
Ford, just as they 
looked at credit unions which were 
favored at first only by a little 
group of practical thinkers. But 
now credit unions are seen by 


bankers and financiers 
course, but many of them 
askance at 


forward looking bankers as good 
for them as well as good for the 
credit unionists. These new agen- 
cies of mass finance promote sav- 
ings, which are deposited with the 
bankers just as other funds are; 
they make for greater prosperity 
among consumers, which is good 
whole; and, 
finally, they tend to dissipate the 
popular prejudice against finan- 
ciers, which grew out of lack of 
understanding, for the masses of 


for business as a 


people are now becoming bankers 
themselves. 


now better able to take effective part 
in working out the problems of the 
situation. 

“I think the above statements will 
make it clear to you that the situation 
is a very complicated one, and can 


We are like to forget that the 
loan shark did not develop the 
loan-shark system. He simply an- 
swered a demand for loans from 
sources which the more reputable 


money-lending agencies utterly 


ignored. 


Already in many credit unions 
the problem has ceased to be one 
of how to provide the membership 
with small loans needed in the 
ordinary emergencies of life, and 
has become one of how to invest 
the surplus which is piled up. 


* 


\s to how the credit unions shall 
employ the great financial power 
which is coming to them, I find 
myself a most eager observer. | 
believe that they will use this 
power in line with the development 
of mass production and mass dis- 
tribution, and that will develop 
thrift among their members by the 
encouragement of processes which 
would have seemed anything but 
thrifty twenty-five years ago. I 
believe, for instance, that they will 
encourage wise spending; that 
they will not develop competitive 
cooperatives after the manner of 
the old-time European organiza- 
tions but will help to finance con- 
sumption of all sorts of comforts 
and even luxuries, such as automo- 
biles, radio sets, electric refriger- 
ators and household appliances, 
even domestic and foreign travel, 
wherever the production of these 
things is carried on according to 
the most scientific mass production 
principles and therefore at the 
lowest possible prices. They will 
encourage their members to bor- 
row, I believe, not merely to tide 
themselves over emergencies but to 
maintain a reasonably high stand- 
ard of living. 

From an article published in 
1930. 


ouly be handled by someone who is 
thoroughly familiar with the local 
situation and who knows personally 
the actors in the drama. 

We have no desire to undertake 
any work relating to credit unions 
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The Philosophy of Bergengren 








To begin with, a credit union is 
a credit union—a union of its 
members with the purpose of mak- 
ing it possible for them to take 
care of their own short term credit 
problems at reasonable rates. It 
is very definitely not an invest- 
ment union. 


* _ * 


A credit union is better off with- 
out the money of any member who 
is thinking of the credit union only 
in terms of excessive returns. The 
most effective way to meet this 
danger is by limiting the dividend 
rate in the by-laws to 6 percent. 


+ * aa 


It is our one basic principle 
which should never be violated 
that the credit union seeks to make 
money the servant of man—not 
man the servant of money. 


* a + 


It is a part, a most important 
part, of the credit union process 
(1) to induce the member to start 
saving and then (2) to continue 
to save indefinitely, making a good 
habit of the process; everything 
else is also done to induce the 
member not to withdraw his sav- 
ings except in times of great need, 
it being more to his advantage to 
borrow when he requires money. 
The credit union recognizes that 
most of us cannot save money 
except as we get into the habit of 
saving; also that most of us need 
to have the bank brought to us as 
distinguished from betaking our- 
selves to the bank. 


* » + 


For the most part, credit union 
savings are new savings, made 
possible by the accumulations of 
large numbers of small accounts 
. . . Incidentally, even if credit 
unions took money from other 
banks (which they clearly do not, 
as each credit union does its busi- 
ness with a bank), the rightness 
or wrongness of the process would 





outside of New York State or to inter- 


fere in any way with Mr. Bergen- 
gren’s activities elsewhere. On the 
other hand, I feel sure that Messrs. 
Henderson and Nugent can handle the 
situation as satisfactorily and accom- 
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not depend on the resulting effect 
on the bank but on the single test 
of whether or not the individual, 
whose money is in question, is 
served better one way or the other. 


* * * 


The credit union theory, which 
is much more novel than it sounds, 
is that money should be used for 
the benefit of those to whom it 


belongs. 


* -” % 


I recall a friendly bank com- 
missioner who said, commenting 
on a statement by a credit union 
treasurer that his credit union had 
done a half million dollars of busi- 
ness without any losses, “Probably 
your credit union isn’t much use 
to its members; it is nothing to 
boast about that you have had no 
losses, for that very fact means 
that you are, in many cases prob- 
ably, denying credit where credit 
should be extended.” 


* * * 


Nothing in my experience has 
caused me greater regret than to 
find an inclination on the part of 
some credit unions to limit savings 
when the treasurer has decided 
that the credit union has reached 
the saturation point in small loans. 
This is always based on a mis- 
understanding of the saturation 
point ... there is no credit union 
in the United States which has 
reached the saturation point in 
small loans just so long as anyone 
within the group who is eligible to 
membership in the credit union, 
owes money for anything or is 
buying anything, from pants to 
automobiles, on the installment 


plan. 


* * * 


The real job of the credit union 
is to prove, in modest measure, the 
practicality of the brotherhood of 
man! 


From “CUNA Emerges.” 





plish as much as possible as rapidly 
as possible. If Mr. Bergengren should 
come to New York independently and 
undertake to organize credit unions, 
he will immediately find himself up 
against the Banking Department and 


the political situation, for any efforts 
on his part to force the hands of the 
Banking Department will antagonize 
the officials of that Department and 
will only delay progress. 

“IT am writing to you personally be- 
cause we have all found in the course 
of our experience with Mr. Bergen- 
gren that he will not listen to any 
requests from us and will not pay 
any attention to our judgment, but 
insists on acting entirely on his own 
initiative without realizing the impor- 
tance of cooperation, He has such a 
big field throughout the country that 
I think he could well afford to ignore 
New York. It seems to me that it is 
fortunate that he can feel the New 
York situation is in the hands of 
people who are heartily interested in 
the movement and can deal with it as 
effectively as anyone can in this State. 
I hope, therefore, that you will be 
able to convince Mr. Bergengren that 
it will be better for him to stay away 


from New York.” 


Filene promptly turned this letter 
over to Bergengren, asking for his 
comments. 

Bergengren’s reply to Filene is 
dated May 10, 1928: “I have read 
with great interest Mr. Glenn’s letter 
to you of May 3rd. One difficulty with 
the letter is that I have on my desk 
seven petitions for credit unions of 
the right sort in New York which I 
have already organized, and have 
appointments for eight meetings this 
week and early next week. The peti- 
tions in hand are from the postal 
employees of Buffalo, Albany, Rome 
and Schenectady, Western Union em- 
ployees in Buffalo, and two locals of 
the Brotherhood of Railway Clerks in 
Albany. The meetings scheduled for 
the next seven days are at the Post 
Offices in Poughkeepsie, New York 
City, Rochester, Auburn, Jamestown, 
and Niagara Falls. 

“T expect by the latter part of next 
week to have in hand fifteen petitions 
for credit unions in New York State 

most of them within postal groups. 
These fifteen petitions, gathered up 
in two weeks, will constitute more 
credit unions of the right sort for 
New York State than the Russell Sage 
Foundation has been able to accumu- 
late in fifteen years of supposedly 
continuous credit union interest and 
activity. 

“I had a rather amusing sidelight 
on the credit union activities of the 
Russell Sage Foundation recently at 
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Buffalo. Mr. Nugent of the Founda- 
tions attended a meeting of employees 
of the Buffalo Post Office a year ago. 
1 found employees of the office so 
prejudiced against credit union or- 
ganization by his presentation that | 
nad the greatest difficulty I have had 
in any of the 164 offices in which we 
have credit unions in even arranging 
Postmaster Gal- 
lagher helped me arrange a meeting, 


a meeting. Finally 


as a result of which three times the 
required number signed the petition 
for a credit union charter. When the 
meeting. was over a letter carrier in 
the back of the room got up and made 
this interesting remark, which sum- 
marized, in my judgment, the fifteen 
years of Russell Sage administration 
of credit unions in New York State. 
Expressing his approval of the credit 
anion plan, he said: “That ain’t the 
thing Nugent told us about.’ ’ 

Filene responds to Bergengren’s 
letter of May 10, with a note of May 
15, 1928: “I will back you in any 
position which your judgment tells 
you is the best to take. This means, 
that vou will probably go ahead with 
your New York plans. If so, will you 
advise me how to write Mr. Glenn. 
I am willing to send him your letter 
as it is telling him that in view of the 
facts | am endorsing your plans, or, 
I will do otherwise if you will let me 
know which you prefer.” 

This is a “Dear Bergengren” letter, 
which means that at the particular 
moment the relations between the two 
were in no way strained. Whenever 
Filene and Bergengren were in dis- 
agreement with each other, Filene 
would write “Dear Mr. Bergengren.” 

Evans Clark of the Twentieth 
Century Fund, through whose hands 
Filene’s money for Bergengren was 
channeled, tried from time to time to 
intervene between Bergengren and the 
Russell Sage Foundation, with the 
result that Clark and Bergengren 
were on bad terms most of the time. 


The 42% Issue 


In a letter to Filene, Bergengren 
writes on September 16, 1929: “Mr. 
Clark has apparently had a confer- 
ence with the Russell Sage Founda- 
tion, and the Foundation has tried to 
tell him that the 42% bill is the real 
solution of the small loans problem 
and that the credit union will only be 
at best a contributing element to that 
solution. As noted in my letter to Mr. 
Clark, you may recall that I have at 
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various times ventured to prophesy 
about the work of the Russell Sage 
Foundation, and my prophecies have 
pretty much come true. I said, for 
example, years ago when you will 
recall | was offered by Mr. Glenn the 
position of managing director of the 
Division of Remedial Loans of the 
Russell Sage Foundation that I would 
not take the job because, in my opin- 
ion, the 42% law offends the basic 
principle upon which we are trying 
to develop both our political and 
economic life in America; that if it 
is a fact that 42% is the best the 
private lender has to offer, we are 
driven by necessity to some other 
solution, and that our credit union 
experience has demonstrated that the 
credit union is the solution. I said at 
the time (I think you will recall it) 
that the day would come when the 
Foundation would be unable to get 
any more states to adopt the 42% bill, 
and that its primary occupation 
would then be to prevent the states 
which already have the 42% bill from 
repealing it. Since January Ist, as you 
know, there have been eight substan- 
tial credit union laws enacted. The 
Foundation had more legislative ac- 
tivity than we did, and the net result 
thereof was the practical loss of two 
of their existing laws by drastic 
amendment.” 


Russell Sage bought out 

Time passed, and Bergengren won 
his war against Russell Sage. 

A letter from the treasurer of the 
Twentieth Century Fund to Evans 
Clark shows that shortly before No- 
vember 14, 1930, Bergengren “bought 
out all the Russell Sage Foundation’s 
interest in New York Credit Union 
work, for a cash consideration of 
$500.” 

Bergengren had other problems, 
too. On January 25, 1932, he wrote 
to Filene requesting an appropriation 
of $100,000. “The purpose of this 
letter is to present in a preliminary 
way the needs of the Credit Union 
Extension Bureau for our fiscal year 
which starts March Ist. Never before 
in the history of the Bureau were we 
face to face with such an extraordi- 
nary opportunity for rapid credit 
union development. | doubt that such 
opportunity will ever present itself 
again. We are organized to capitalize 
that opportunity to the full if we have 
idequate resources for the employ- 
nent of the credit union organizers 

ho are absolutely essential. 


“An appropriation this year of one 
hundred thousand dollars for the 
work of the Bureau would not only a 
least quadruple our whole organiza- 
tion program, but it would hasten ma- 
terially the conclusion of our work, 
and would perform a service, the 
necessity for which has been tre- 
mendously accentuated by the indus- 
trial depression, which service I sin- 
cerely believe would be infinitely 
greater than many of the forms of 
public servicec now going forward 
with much greater resources than the 
appropriation of one hundred thou- 
sand dollars now necessary so that 
we can do the real work ready at 
hand to be done.” 


Filene wanted speed 


Filene at that time was quite con- 
cerned about the gradual progress of 
efforts. He wanted 
quicker action, and he did not relish 
his role of arbiter in the vehement 
disagreements between Bergengren 
and Evans Clark. 

The little Boston shopkeeper wrote 
on top of Bergengren’s letter: “When 
will the credit unions become self 
supporting?” This was a sharp jab. 

In two more years, the relationship 
had become very strained. For one 
thing, Bergengren had come to be- 
lieve it essential to obtain a federal 
credit union act, while Filene opposed 
it. The act was passed in 1934, and 
in time Filene decided it was good 
but he never admitted as much to 
Bergengren. Meanwhile, there were 
other causes of friction. Filene, in his 
impatience for rapid credit union 
growth, publicly advocated that credit 
unions should borrow from the Re- 
construction Finance Corporation, 
and Bergengren disagreed hotly. 

In 1934 a meeting of credit union 
leaders was scheduled to take place 
in Estes Park, Colorado. The purpose 
of the meeting was not specifically to 
organize a national association, it was 
merely exploratory, although as 
things turned out the national associ- 
ation actually was born at the meet- 
ing. Filene was so angry at Bergen- 
gren he didn’t know whether to go. 

\t this point, Filene asked Percy 
Brown, his associate, for an estimate 
of the current credit union situation. 
Here is the memorandum which 
Brown wrote to Filene on July 24, 
1934: “You have asked me to give 
you my judgment on the immediate 
Credit Union situation and particu- 


Bergengren’s 
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larly with reference to Mr. Bergen- 
gren’s letter of July 20. My sugges- 
tion, as to how you should proceed in 
relation to this very important meet- 
ing and also with respect to your 
relations with Mr. Bergengren, is as 
follows: 


“1. I strongly recommend that 
your whole approach to the 
problem be an open-minded 
one, that you credit Bergen- 
gren with a desire to do certain 
things which he claims he has 
always tried to do. 

“A. Make your position in the 

Credit Union as strong as 
possible. 
Take the next step in 
Credit Union development 
along lines which will be 
sound and efficient. 

“C. Close the National Exten- 
sion Bureau next year and 
turn the work over to a 
national organization. 

‘2. In using the above approach, 
it seems to me that when you 
go to Estes Park you should go 
to listen, and advise on request. 
Whether you plan it or not, 
you will be projected into de- 
liberations. You are highly re- 
spected and admired by Credit 
Union people and they will 
listen to you, but not neces- 
sarily follow you. They are 
more likely to follow Mr. Ber- 
gengren and that is quite 
natural, as you have said your- 
self. If you play when they 
play, if you adapt yourself to 
their plans and appear as an ex- 
perienced business man indi- 
vidually entering into discus- 
sions without trying to domi- 
nate the situation and without 
trying to force your judgments 
on them, I feel sure that much 
will come out of the meeting. 

“3. It seems to me that the meet- 
ing is going to be a difficult 
one where, at best, there will be 
‘conversations’ but where no 
final decisions will be reached. 
Recommendations will, no 
doubt, be made, but final action 
will come when elected repre- 
sentatives of Credit Unions 
convene to organize Nationally. 

‘4. Bergengren contends that your 
trip in the winter, where you 
advocated mass production of 
Credit Unions through R.F.C. 


funds, seriously hurt your 
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_ prestige. I think that this is 


probably true because the 
Credit Union people are con- 
servative and, as you know 
yourself, did not warm to the 
idea at all. It is important, 
therefore, that you should not 
take a position that would fur- 
ther injure your standing. This 
does not mean that you should 
appear merely as a ‘benevolent 
philanthropist, but it does 
mean you should be more of a 
listener than a speaker, and 
that you should be drawn into 
discussion, insofar as possible, 
rather than that you should 
dominate it. Your lifelong in- 
terest in Credit Unions, your 
clarity of vision in seeing what 
is likely to happen, and your 
driving desire to get real ac- 
complishments in a short time, 
should be curbed at Estes 
Park. There can be no loss by 
this action simply because, as 
I have said before, action there 
is not final. For example: If 
you are asked your opinion 
about the make-up of the 
Board of Directors, or what- 
ever Board or Committee heads 
the Credit Union in a National 
way, instead of injecting the 
banker issue as you did with 
Bergengren, you might put it 
out merely as a suggestion, ‘I 
believe that when we are na- 
tionally organized, we will find 
it advisable to explore the 
banking field, to uncover, if 
possible, a man familiar with 
cooperation, well-informed on 
the true function of banking, 
liberal, intelligent and open- 
minded, who could give us 
valuable advice, either as a 
Board member or in an ad- 
visory capacity.’ If you find 
resistance to the idea, drop it, 
because it can be brought up 
again when the National or- 
ganization is being formed 
and there will be time then to 
find such a man and name him, 
establishing his background 
and proving his real value. The 
very name ‘banker’ is a red 
flag to many people, and prob- 
ably more so to Credit Union- 
ists than others. Undoubtedly, 


Credit Unionists feel superior 
to bankers, and I would dislike 
to see your cause injured by 


making an issue of something 
which can be better fought out, 
with a chance of winning, at 
a later date. 

5. Finally, I strongly urge that 
you conciliate Bergengren. He 
has been under a far greater 
strain than you realize. He has 
had no rest and is undoubtedly 
nervous and irritable, but I 
believe that he is the same Ber- 
gengren that you have always 
trusted and had confidence in. 
Further, I believe that he is 
as loyal to you today as ever. 
Your differences with him are 
those of policy and method, 
but principally of method, and 
little will be gained by your 
both going to Estes Park with 
chips on your shoulders. I am 
not asking you to yield any 
rights or privileges. I am ask- 
ing merely that you consider 
the facts and that you open 
your mind more to the situa- 
tion. I think if this were done 
that you would gain much and 
lose nothing. On the other 
hand, I think that if you make 
an issue with Bergengren, the 
Credit Union group will back 
him and that your standing in 
the Credit Union movement 
will be seriously hurt. Cer- 
tainly you and I do not want 
to see it go the way the I.C.C., 
City Club and other organi- 
zations have gone. 


“If I could sell you on the idea of 
approaching the Estes Park problem 
somewhat along the lines which I 
have suggested, I would feel that I 
had performed an invaluable service 
to you. To show you how far I would 
like to see you carry this, I have 
prepared a draft of a letter to Bergen- 
gren, replying to his recent ones 
about Estes Park.” 

Filene had a high estimate of his 
associate’s opinion. He accepted the 
ideas included in Perey Brown’s 
memorandum and on July 25, 1934, 
wrote the following “Dear Mr. Ber- 
gengren” letter: “Since receiving 
your letter of the 20th and reviewing 
previous recent correspondence and 
the meeting that we had at my house, 
I have come to the following de- 
cisions: 


“(1) I shall attend the Estes Park 
meeting in the capacity of a 
member of a Credit Union, 








to play when they play and 
to work when they work. 


| shall take part in the de- 
liberations, just as any Credit 
Union member should who 
is invited, but not as one who 
has financed and promoted 
Credit Union work and not 
as President of the Credit 
National 


L nion Extension 


Bureau 


I shall refrain from entering 
into discussion, except as | 
am drawn in through having 
my opinions asked or in the 
course of normal, balanced, 
roundtable discussions. 


I shall refrain, at this con- 


ference, from endeavoring 
to press my points of view 
beyond what may be consid- 
ered a proper exposition of 
an argument or defense of 
a position and, if my point 
of view is not agreed to by 
the majority I shall gracefully 
yield to the majority rather 
than press the point unduly. 


“All of which, summed up, means 
that I shall not attempt, in any way, 
to play any part other than that of a 
regular Credit Unionist. 


“I realize now, on re-studying the 
situation, that you have been under 
very great strain for months, and 
that the problem of organizing a 
permanent National body, following 
so closely upon your intensive work 
at Washington, has brought about a 
tired physical and mental condition. 
| think this, coupled with my in- 
tense interest in this phase of Credit 
Union work, has caused strains and 
frictions which, under normal con- 
ditions, would not occur. I should 
like to wash the slate clean and start 
fresh because, basically, I have so 
keen an appreciation of the work 
which you have done and an un 
shaken faith in your loyalty to the 
Credit Union movement. Naturally, | 
have disagreed with you about poli- 
cies and methods and will continue, 
no doubt, to differ about some of 
these, but that should be construc 
tive and not destructive, Differences 


are valuable between colleagues, as 


they help to clarify points at issue. 
You think I am dogmatic and I think 
I am too. I think you are self-centered 
and over-concentrated and resistant 
to suggestions, and I think you will 
agree that this is true, but both of 
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us forget sometimes why these things 
are true, what pressure of work has 
done to throw us off balance. I should 
like to start all over and it is not 
easy for me to say so. 

“In other words, | hope we can 
approach this problem together, im- 
bued, as we have always been, by the 
same hopes and aspirations for suc- 
cuss of the movement, and urged by 
the same desires for accomplishment. 
When we differ with respect to policy 
and methods, | hope we can differ 
frankly and without combat, leaving 
a solution of the insoluble differences 
to some later body of competent juris- 
diction and agreeing upon everything 
else. 

“| should like to go to Estes Park 
with the feeling that you and I can 
travel that and other roads together 
along the lines which I have out- 
lined.” 

Shortly before the dissolution of 
the Credit Union National Extension 
Bureau, Bergengren wrote to Filene: 
“I am strongly inclined to believe 
that it may be best for all concerned 
for me and for the Bureau to pass 


The Laws 
(Continued from page 3) 


while in Massachusetts and Ontario 
it takes 20. Five are required in Mon- 
tana and Rhode Island, 8 under four 
laws, 10 under nine laws, 11 in Ne- 
braska and Puerto Rico, 15 in Nova 
Scotia and Fiji, 9 in Newfoundland, 
12 in Quebec. 

Investments. Most laws authorize 
investment in government bonds and 
certain other media backed by gov- 
ernment insurance programs, par- 
savings and loan shares. 
Twelve laws permit any investments 
legal for savings banks or trust funds. 
\ sizable group of laws fail to permit 
investment in the shares of other 
credit unions. State and municipal 
bonds are frequently permitted. The 
Florida law permits first mortgage 


ticularly 


bonds of railroads and public service 
corporations. The Massachusetts law 
authorizes investment in bank stock. 
In North Dakota, credit unions may 
invest in school district bonds. The 
British Columbia act allows invest- 
ment in cooperative associations that 
have only credit unions as members. 
There are numerous other special pro- 
isions, 

Late filing fee. There is a penalty 
for filing reports late with the super- 


out of the picture together. In that 
event, it may be that I shall be ask- 
ing you for a reference as I shall be 
looking for a job about March firs. 
I shall, however, make certain be- 
forehand, that the National Associa- 
tion, after it is organized, is to oper- 
ate on those better ethical principles 
which the Credit Union National Ex- 
tension Bureau has deliberately, per- 
sistently, and successfully made a part 
of the credit union movement in the 
United States.” 

But Filene did not agree that Ber- 
gengren’s usefulness had come to an 
end. On October 15, 1934, he wrote 
to Bergengren: “Personally I think it 
would be a great mistake for you. The 
outlook is pretty definite that the 
national organization will be great 
and very important—a most useful 
organization for the common good. 
Having done so much of the pioneer 
work, you are clearly entitled to some 
of the fruits of the maturity of such 
work and plans. What is more im- 
portant, the credit union will need 
you more than ever as the national or- 
ganization grows .. .” 





visory agency in 35 laws. This is $5 
a day in most laws, $1 a day in three 
laws, and $10 a day in four laws. 
Lien on shares. Most laws pro- 
vide that the credit union has a lien 
on the shares and deposits of bor- 
rowers, although 13 acts are silent. 
Involuntary liquidation. Super- 
visory agencies have the power to 
place a credit union in liquidation for 
insolvency or improper operating 
procedures. The chief difference 
among the laws is in the amount of 
time the credit union is given to 
straighten itself out. There is no pro- 
vision in the federal act for advance 
notice or hearings; some laws provide 
for 15 days’ notice, some for 30 days, 
some for 60. Ten acts are silent. 
Voluntary liquidation. A credit 
union can liquidate voluntarily only 
by vote of the membership, according 
to most laws. Sometimes a two-thirds 
vole of the members suffices, some- 
times a four-fifths vote is required. 
The Quebec law prevents voluntary 
liquidation if ten members object. 
Approval of the supervisory authority 
is required under a few laws. 
Interest rate on loans, The 
standard rate of 1 percent per month 
on the unpaid balance is generally 
specified as a maximum. Sometimes 
it is stated as 12 percent per annum. 
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“WITH BURROUGHS ACCOUNTING MACHINES, 
our posting’s right on time, right on the button,” 


says Isidore C. Roy, Treasurer-Manager Motorco Employees ‘‘Plant 3"’ Credit Union Ltd., Windsor, Ontario 


“Sharply increased activity in our 
Motorco (Chrysler) Credit Union 
triggered our decision to install two 
Burroughs Sensimatic Accounting 
Machines. Why did we choose Sensi- 
matics? Because their speed, accu- 
racy and the ability to wrap up any 
number of jobs were perfectly suited 
to our task—streamlining Motorco’s 
accounting system by automatically 
transferring loan payments from share accounts. 


“*Here’s how it works: Initially the member’s deposits are 
posted in his share account. Then, once a month, his 
loan payment is posted while the Sensimatic deducts 
interest and principal payments from the share balance. 


Result? Accounts up to date in record time. No duplica- 
tion of effort. And above all, the unfailing accuracy of 
Sensimatic accounting.”’ 

At Motorco, the Sensimatic sails through Individual 
Ledger and miscellaneous ledger posting, Trial Balance, 
and even functions as a multiple total adding machine 
to calculate dividends. No wonder it’s the right arm 
of so many Credit Union managers! 


Perhaps your Credit Union also faces accounting prob- 
lems peculiar to your operation. Why not let a Burroughs 
systems counselor survey the situation and devise a plan 
for you. There’s no obligation when you call our nearby 
office for an appointment. Burroughs Corporation, 
Burroughs Division, Detroit 32, Michigan. 


Burroughs and Sensimatic—TM's 


2B’ Burroughs Corporation 


Burroughs 
8 “NEW DIMENSIONS / in electronics and data processing systems” 
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Massachusetts, Rhode Is- 
land, Washington, Newfoundland and 
(Quebex any rate. 
Oklahoma and Texas have a 10 per- 
cent rate, and West Virginia allows 
1% percent per month. 

Maturity limit on loans. Most 
laws do not set any time limit on 


Five acts 


do not specify 


loans——37 states, 10 provinces, the 
District of Columbia, Puerto Rico, 
British Honduras, Fiji and Trinidad. 
The federal act limits loans to 3 years, 
and so do Connecticut and Louisiana. 
Massachusetts has the lowest limit 
24 months. Washington allows 2 
years on unsecured loans and 4 years 
on secured loans. A few laws have 
special provisions for real estate 
loans. 

Secured loan limit. For small or 
new credit unions, the limit on 
secured loans is often $200; but as 
credit unions become large enough 
to make larger loans, the limit is fre- 
quently 10 percent of unimpaired 
capital and surplus or assets. Many 
laws (29) say simply that the limit 
shall be.as determined by the board 
Maine and 
say the limit shall be 
determined by the members at the 
annual meeting. 

Unsecured loan limit. The fed- 
eral act 
$400. A few laws permit $500 or 
$600. Some set limits at $200, $300 
or $400. Eighteen laws leave the limit 
to the board of directors. 

Loans to officials. The federal 
law says an official of a credit union 


of directors. Two laws 
Massachusetts 


limits unsecured loans at 


may not borrow in excess of his hold- 
ings. Similar provisions exist in 19 
state acts. Most other laws provide 
some method by which an official can 
borrow from his own credit union 

sometimes with the approval of the 
credit committee and board of direc 
tors, sometimes with the approval of 
the board and both committees, in a 
few instances with the approval of a 
membership meeting. There are 32 


laws in all which provide some pro- 
cedure by which an official can bor- 
row from his own credit union. 


Membership. The common bond 
definition appears in nearly all laws 
len laws refer to the bylaws, and two 
laws are silent. 

Members who cannot be 
located. The responsibility of a 
credit union to a member who cannot 
be located is not defined in most laws 
The Kansas law provides that when 
a member cannot be located, after 
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three years the money in his share 
account may be transferred to the 
reserve fund. Similar provisions, but 
with longer time periods, appear in 
the Connecticut and New Mexico 
laws. 

Mergers. Provision for mergers 
exists in 12 state and provincial laws. 
Other statutes are silent. 

Minors’, joint and trust ac- 
counts. Most laws provide for all or 
some such accounts, although the 
Mississippi, Ohio and Oregon laws 
are silent. 

Organization costs. The fees 
paid for investigation and charter 
vary rather widely. In Nebraska, for 
example, $1 is enough; in Oklahoma 
there is a $2 charge; but in Massa- 
chusetts it is $50. Five dollars is a 
common fee, $10 is almost as com- 
mon, and there are examples of $3, 
$5.25, $6, $7 and so on. The federal 
act provides a $20 investigation fee 
and a $5 charter fee. 

Passbook verifications, In 41 
acts there is no mention of passbook 
verifications, but 6 laws require an- 
nual verification and 7 laws require 
verification every two years. Maine 
and Massachusetts accept verification 
every three years. 

Reserves. Entrance fees are gen- 
erally placed in reserves. Most laws 
specify a percentage of net earnings 
that must be placed in reserves; this 
ranges from 10 percent to 20 percent, 
and even higher in a few cases. A 
few laws use gross earnings rather 
than net as the base. 

Restrictions on use of name, 
“eredit union.” Fifty-nine laws 
prohibit the use of the name, credit 
union, by any organization other than 
an authentic credit union, league or 
chapter. The federal act is apparently 
the only law that is silent on this 
point. 

Limit on shareholdings. Most 
laws leave limitations on sharehold- 
ings to the discretion of the board. 
Connecticut sets a $5,000 limit, and 
Massachusetts $4,000 with higher 
limits for joint accounts. Ohio spe- 
cifies that no shareholder shall hold 
more than 10 percent of the out- 
standing stock. 

Scaledowns. Most laws are silent 
on how scaledowns shall be effected. 
The California law requires a 34 vote 
of the entire membership; in Con- 
necticut and New York the directors 
may authorize a scaledown with the 
approval of the supervisory author- 


ity; and in Massachusetts and Oregon 
it may be ordered by the banking de- 
partment. 

Share value. Twenty-five laws set 
the value of a credit union share at 
$5, but other laws permit higher 
valuations—up to $10 in many cases, 
up to $25 in three. 

Supervision fees. Supervision 
fees, as distinct from examination 
fees, are not provided for in most 
laws. However, the federal act and 5 
state laws provide such fees, starting 
at $10. New Jersey has a $1 fee, 
Arkansas $2.50, and Idaho $5. 

Supervisory and examination 
authority. In 30 states, credit unions 
are supervised by banking authori- 
ties. Federal credit unions are super- 
vised by a separate bureau set up 
in the Department of Health, Edu- 
cation and Welfare. In a number of 
states and provinces the supervisory 
authority is separate and distinct: 
there is a registrar or supervisor of 
credit unions, for example, in Al- 
berta, North Carolina, British Colum- 
bia, Manitoba, New Brunswick, Nova 
Scotia, Saskatchewan, British Hon- 
duras, Fiji and Trinidad. The Prince 
Edward Island law leaves supervision 
to the credit union league; the same 
situation exists in Quebec, although 
the law is silent. Some oddities: in the 
little-used District of Columbia law 
supervision has been lodged in the 
Comptroller of the Currency; in 
Rhode Island, the director of business 
regulation; in South Carolina, the 
commissioner of labor; in Virginia, 
the state corporation commission. 

Election of supervisory com- 
mittee. Nearly all laws provide that 
the supervisory or auditing com- 
mittee shall be elected by the members 
at the annual meeting. There are a 
handful of laws that provide dif- 
ferently or are silent — Massachu- 
setts, Wisconsin, Ontario, Saskatche- 
wan, California. 

Surety bond. Only three laws do 
not specifically require surety bonds 
on officers and employees handling 
money—-New Hampshire, Ohio and 
Washington. The language differs 
somewhat from act to act in minor 
details, 

Taxation. Most laws provide that 
credit unions shall pay real estate 
taxes and certain other local taxes, 
but shall be exempt from corpo- 
rate income taxes on the same basis 
as mutual and cooperative organiza- 
tions generally. 
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In a Bank 


(Continued from page 13) 


L956 12,185.43 
1957 12,298.00 


1958 12,104.45 


15,398.45 
17,324.56 
16,648.01 


Dolson holds the record for long 
Liberty National Em- 
ployees Credit Union. From 1944 to 
1948 he was treasurer. After resign- 


service to 


ing bec ause of a work overload, he 
resumed the job in May, 1951. 
Both Dolson and credit union pres 








ident William F. Kern, Jr., have 
attended credit union functions spon- 
sored by the league and chapter. 
Kentucky League Managing Director 
Robert Moorman says that relations 
union and the 
league have always been cordial. 


between the credit 


Annual meeting attendance is a 
major project at Liberty National 
because of the scattering of members 
throughout the city. Notices are sent 
through inter-office mail, but attend- 
ance is usually around twenty-five or 
thirty. Meetings are held at 4:15 p.m., 
on a business day during January 











strengthen your security program 
well-planned PASS BOOK AUDITS! 


Verification of members’ accounts is only one step in an effective audit program, 


but it is an important loss prevention tool. 


Make a verification of passbooks or statements of account at least every year. 
Verification by mail is probably the most successful and the most practical. 


Be sure that the balances for shares 


ind for loans shown in the ledger and in the 


reports to members equal the total loan and share balances of the members’ indi- 
vidual accounts, Unless they do, the reports do not show the true assets and 


liabilities. 


In your verification, contact everybody who might possibly be a member of the 
credit union. The more people you reach, the greater the accuracy. 


After you have mailed notices to members of record, make a general announcement 


of the fact that you are making the audit 


Use bulletin boards, publications—all 


available media. Tell all members who did not receive notices to contact the super- 
visory or examining committee chairman +t once concerning their account with the 


credit union. 


and are held at the main bank. 

Though the infant credit union 
twenty-two years ago had the assist- 
ance of the bank’s top officers, they 
have stayed free of its internal affairs. 
The present board of directors is 
made up of the assistant manager of 
the mortgage loan department, an 
assistant cashier, manager of the 
safety vault, officer in mortgage loans 
and a retired teller. 

Bank president and board chair- 
man Merle E. Robertson, in his 1959 
annual report, did not list the credit 
union as one of the ways in which 
“the bank contributed to employees’ 
welfare.” He did mention a retire- 
ment plan which is funded entirely 
by the bank, Blue Cross and Blue 
Shield insurance, group life insur- 
ance, vacations, sick leave with pay, 
Christmas bonus and contributions to 
night school education. 

The bank’s attitude toward the 
credit union, as implied by first vice 
president Millican, is to let it serve 
as needs be, grow as it will and to 
be generally impartial toward it. 
Treasurer Dolson seems to find this 
a workable understanding. There is 
no pressure on the credit union, he 
says, either to build it or to hold it 


back. 


Early American 
(Continued from page 13) 


A credit union volunteer who once 
made three trips to Sells is Arthur R. 
Parsons, currently a member of 
CUNA’s executive committee. In 
mid-1954 he received a letter from a 
field worker with the American 
Friends Service Committee saying, 
“I have been describing the meaning 
and organization of a credit union. 
I have found more of an enthusiastic 
response to this than to many other 
projects that the people here are be- 
ginning to develop.” Parsons accepted 
an invitation to Sells and went out 
on November 1, 1954, to show the 


Important, too, is the verification of all credit union investments. Examine all 
certificates, bonds, or passbooks showing credit union’s ownership of investments, 
other than loans to members. Record all information, including loans to other 
credit unions, shares in central credit unions, savings and loan accounts, govern- 
ment bonds, and other investments. Compare with amounts recorded for previous 
audits. Verify credit union account balances with the source of the investment. 


movie “King’s X” and to talk to the 
Papagos’ self-help program com- 
mittee. On November 29 he returned 
to complete the application papers. 
His final trip, in January 1955, was 
to deliver the charter and help the 
Papago Federal Credit Union start 
operations. 

In his application form, Parsons 
said, “They are generally a poor 
people but seem to have personal 
integrity and honor. I expect that 
HAMILTON, ONTARIO this credit union will grow slowly, 


but it should be a solid growth.” He 


Your credit union can secure a bond with a limit of 100% of the credit union assets 
up to $1,000,000 (or $2,000,000 optional coverage if total assets are $1,000,001 or 
more). Compare this with your present bonding protection, and request complete 
details now. 


Write for 576 Bonding Folder 


CUNA Imsurance Services 
BONDING 


Seek ook, Pee Be ened Fae | 
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Posters attract attention, then tell their story briefly, effectively. Here are 

eight three-color posters, selected on the basis of proven popularity— 

posters that will stop your members and potential members and give them a 
message to remember. 


Posters do more than their share in any promotional program—attracting new 
members, increasing shares, or building loan volume. Stock up for your present 
and future needs at less than 25c per poster—even lower on quantity purchases. 


auto loan? 


save for o rainy day- 


AT Your YOUR CREDIT UNION 
CREDIT UNION is best! 


SP-1 SAVING SP-2 BORROWING SP-3 AUTO LOANS. 
Urges members Help your members If your credit union Attracts new members, 
._ to save more avoid trouble. offers them. new savers. 


SP-5 VACATION SP-6 LOANS SP-7 APPLIANCES SP-8 SAVING 
Help members relax Show them how Good reasons for Encourage payroll 
and enjoy it. loans can help. a credit union loan, deduction. 


Order from your Quantity Please send us posters as indicated 
League Supply Office 
or from oa NAME 


CUNA SUPPLY 
COOPERATIVE 


Box 333, Madison, Wis. - Aboness—__ 
e 
Box 800, Hamilton, Ont. 








CREDIT UNION 
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also noted that the tribal council had 
formally approved the credit union 
application. 

The Friends field worker who con- 
tacted Parsons was Juan Pascoe, a 
young, handsome Mexican-born social 
worker who about credit 
unions in a study of cooperatives at 
George Williams College in Chicago. 

Pascoe and his wife had moved to 
Sells at the request of the Papagos 


learned 


“because we figured they would work 
closer with us if we were there.” After 
starting a summer recreation pro- 
gram, they worked through a Papago 
helf-help program committee to dis- 
cover the major problems. 

Communications came first, so the 
Papago Indian News was started. 
Another Friends worker, Tucson 
housewife Mrs. James Estrada, con- 
tributed her journalistic training and 
enlisted Indians as reporters and typ- 
ists. She still makes regular trips to 
the reservation gathering news for 
the monthly paper. 

Credit was another problem that 
came up frequently in the self-help 
committee discussions. Papagos were 
buying cars on time and were bor- 
rowing frequently from loan com- 
panies in Tucson. There has never 
been bank service on the reservation, 
and loan companies are not allowed 
to solicit business there. 


Rummage sale helped 


The self-help program committee 
nursed the credit union into life. 
Shares at the end of January 1955 
were only $4.25, but the committee 
donated $49.57 from a rummage sale 
(Pascoe says, “People are always 
giving clothes to Indians”) and 
brought shares to $53.82 at the end of 
February. Then individual Papagos 
began saving, so that by the end of 
June 1955 shares were $213.21. At 
this point the American Friends Serv- 
ice Committee made its $1000 dona- 
tion. 

The Pascoes left Sells shortly after 
the credit union was organized. “I 
knew it wasn’t solid.” Juan Pascox 
says now, “but I lacked a knowledge 
of bookkeeping so I was of little 
help.” 

Board meetings and credit com- 
mittee meetings were held regularly 
enough. Generally the board tried to 
alternate its meetings one month with 
a general membership meeting the 
next month, so the members could 
ask questions about the credit union. 
Meetings usually were held on the 
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day after payday so loan payments, 
loan applications and share deposits 
could all be handled at once. 

Of the three basic governing 
groups, only the supervisory com- 
mittee failed completely. Young Bar- 
bara Mendez is a member of that 
committee. A first-grade school 
teacher, she says, “It scares me be- 
cause it is a big responsibility. No 
passbooks have been called in because 
we just have not gotten together.” 
Miss Mendez, who received one year’s 
education at the University of Ari- 
zona and four at Mary Hardin-Bay- 
lor College in Texas, is in particularly 
good position to realize the changes 
that have come over Papago life. In 
her class of some thirty students were 
only seven at the start of the year 
who couldn’t understand English. 

Juan Pascoe is back in Arizona 


Coming Events 
(Continued from page 10) 


April 3-4—Ninth District meeting, Lord 
Baltimore Hotel, Baltimore, Md. 

April 34 — Kentucky Credit Union 
League annual meeting, Irvin Cobb Hotel, 
Paducah. 

April 3-4—Massachusetts CUNA Asso- 
ciation annual meeting, Hotel Somerset, 
Boston. 

April 3-5—Hawaii Credit Union League 
annual meeting, Lihue, Kauai. 

April 4—Delaware Credit Union League 
annual meeting, Wilmington. 

April 4—New Hampshire Credit Union 
League annual meeting, Hotel Rocking- 
ham, Portsmouth. 

April 8-11— Oklahoma Credit Union 
League annual meeting, Oklahoma Biltmore 
Hotel, Oklahoma City. 

April 9-11 — Nebraska Credit Union 
League annual meeting, Sheraton-Fonte- 
nelle, Omaha. 

April 9-11—Pennsylvania Credit Union 
League annual meeting, Penn-Sheraton 
Hotel, Pittsburgh. 

April 10-11— Alabama Credit Union 
League annual meeting. Whitley Hotel, 
Montgomery. 

April 10-11—Colerado Credit Union 
League annual meeting. Lamar Community 
Building, Lamar. 

April 10-11 — District of Columbia 
Credit Union League annual meeting, Stat- 
ler Hotel, Washington. 

April 10-11—Kansas credit Union League 
annual meeting, Baker Hotel, Hutchinson. 

April 10-11—Mississippi Credit Union 
League annual meeting, Heidelberg Hotel, 
Jackson. 

April 10-1l—Oregon Credit Union 
League annual meeting, Willard Hotel, 
Klamath Falls. 

April 10-11— Tennessee Credit Union 
League annual meeting, Hotel Claridge, 
Memphis. 


now as program director for the 
American Friends Service Committee 
in the entire state. He plans to re- 
establish personal contact with the 
Papagos, especially since he knows 
that the AFSC has an Indian pro- 
gram subcommittee which has written 
CUNA saying “we heartily endorse 
the proposal that we cooperate to help 
Indian groups learn about and set 
up credit unions.” 

Pascoe, who understands the Pa- 
pagos as well as any outsider, does 
not despair for the credit union but 
he views its record objectively. He 
says, “From the Friends standpoint, 
if the credit union folded we would 
consider it worthwhile for the com- 
mittee experience which they have 
gotten, their living up to Bureau 
standards and their learning to trust 
somebody else with their money.” 


April 10-12—New Jersey Credit Union 
League annual meeting, Traymore Hotel, 
Atlantic City. 

April 11—Vermont Credit Union League 
annual meeting, Pavilion Hotel, Montpelier. 

April 16-18—North Carolina Credit Un- 
ion League annual meeting, Hotel Char- 
lotte, Charlotte. 

April 17-18— Arkansas Credit Union 
League annual meeting, Hot Springs. 

April 17-18 — Georgia Credit Union 
League annual meeting, Bon Air Hotel, 
Augusta. 

April 17-18—Idaho Credit Union League 
annual meeting, Municipal Auditorium, 
Pocatello. 

April 17-18—Minnesota League of Credit 
Unions annual meeting, St. Paul Hotel, St. 
Paul. 

April 17-19—Ohio Credit Union League 
annual meeting, Cincinnati Music Hall, Cin- 
cinnati. 

April 23-25— Virginia Credit Union 
League annual meeting, Hotel Roanoke, 
Roanoke. 

April 24-25—lowa Credit Union League 
annual meeting, Hotel Roosevelt, Cedar 
Rapids. 

April 24-25— Michigan Credit Union 
League annual meeting, Statler Hotel, De- 
trout. 

April 24-25—Seuth Dakota Credit Un- 
ion League annual meeting, Evans Hotel, 
Hot Springs. 

April 24-25— West Virginia Credit 
Union League annual meeting, Pritchard 
Hotel, Huntington. 

April 25-26—Wyoming Credit Union 
League annual meeting, Casper. 

April 24-26— Louisiana Credit Union 
League annual meeting, Capitol House Ho- 
tel, Baton Rouge. 

May 4-10—CUNA and affiliates’ annual 
meetings, Statler Hotel, Boston, Massachu- 
setts. 

May (day to be announced) —Twelfth 
District meeting, Boston, Mass. 

May 29—British Honduras Credit Un- 
ion League annual meeting, Belize. 
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THE BRIDGE 


FOR ALL 
YOUR OFFICERS 








Charles R. Pfister, Treasurer (left) and Tom Allen 





Are your members aware 
of CUNA Mutual services? 
Why not clip and mail the 
coupon for FREE promotional 


literature describing 
LOAN. PROTECTION and 
LIFE SAVINGS insurance 


for distribution within 


your membership 


Manager (right) explain credit union benetts to a potential member. 


A TEAM WITH 3600 MEMBERS! 


“Well over 3000 of our fellow employees and their families appreciate the advantages 
that go with being a member of Anheuser-Busch employee's Credit Union,”’ says 


Charles R. Pfister, Treasurer. 


“These advantages include the habit of thrift, low-cost loan money, and the secure 
feeling that comes from knowing their savings accounts earn a good dividend — 

i in 1958. And it provides them with life insurance to match their savings up to 
$1000.* When they borrow, CUNA Mutual's Loan Protection insurance cancels the 
debt up to $10,000, in the event of death or total and permanent disability. All this 


at no direct cost to the member.”’ 


“CUNA Mutual presently covers over $2,000,000 of our members’ savings and 


$1,600,000 of their loans.”’ 


Without obligation, please send me complete FREE 


literature describing CUNA Mutual's LOAN PROTECTION Number of Credit Union Members 
and LIFE SAVINGS insurance. 


NAME . — TITLE 
STREET /R.F.D — 
CITY STATE/PROVINCE 


CUNA MUTUAL INSURANCE SOCIETY 
BOX 391, MADISON, WISCONSIN « BOX 65, HAMILTON, ONTARIO 
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